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Zconomic Brief with Respeet to the Proposed Milk Marketing 
Agreement and Proposed Orde for the Fall River, Massa- 
chusetts, Marketing Area. 1/ 


‘Introduction 


The Proposed Marketing Agreement and Proposed Order for the Fall 
River Marketing Area is intended to increase returns to producers 
supplying milk to the area in accordance with the policy of Congress as 
stated in the agricultural Adjustment Act. The principal methods for 
accomplishing this purpose are; 


1. The classification of milk according to use. 


ee The fixing of minimum prices which handlers shall pay for 
milk sold in cach class. 


3. The establishment of a bose~rating plan for the proper pro- 
ration to producers of the proceeds of sales to handlers. 


The economic basis for the proposed marketing agreement and 
proposed Order is set forth in detail in the following pages. 


als see Part IV for description of the Marketing Area. 


eer, 


The Economic Emergency with Respect to Milk Producers in 
the States Which Supply Milk to the Fall River Marketing 
Area. — 


The milk supply of Fall. River is produced in the States of ilassa- 
chusetts and Rhode Island, epproximately 55 percent originating in the 
former and 45 percent in the latter. The territorial extent of the pro- 
duction area is small, more than 90 perceht of the supply originating 
within the proposed marketing area. a/ Production is heavy enough in 
this area; however, to supply all of the fluid milk requirements of the 
market and a substantial portion of the requirements for cream to be 
distributed as fluid cream. 3/+ Farmers ih the area depend largely on 
dairying as a source of:income. (See Part II+): 


From 1929 to 1933 the prices received by- farmers in Massachusetts 
and Rhode Island for milk sold: wholesale declined steadily. (See Table 
1.) In 1933 the average farm price of milk sold wholesale in Massachu- 
setts was 36.8 percent lower, and in Rhode Island 36.0 percent lower, 
than in 1929, While prices received by farmers’for milk in these States 
declined materially, as'indicated above, the index of prices paid by 
farmers for commodities bought declined to a considerably less extent, 
BieGs, trom tee in 1929 to 109 anretyss, 4/ or a decline of 28.8 percent. 
Thus, tnere was a marked decline in the purchasing power of milk sold 
wholesale by farmers during the period 1929--1933, since the farm price 
of milk sold wholesale declined to a greater extent than the prices paid 
by farmers for commodities purchased. 


During the period 1929--1933, there was a marked decline in the 
gross income from milk produced on farms and in the cash income from 
dairy products sold from farms in the United States and in the States of 
Massachusetts and Rhode Island. In 1929 the gross income from milk pro- 
duced on farms in the United States was $2,322,553,000; in 1933, it was 
$1, 262,554,000, a decline of 45.6 percent in the four-year period. In 
Massachusetts and Rnode Island the gross income from milk produced on 
farms declined 36.0 percent and 30.7 percent, respectively, in this 
period. (See Table 2.) 

2/ See Part V of this brief for more detailed description of the 
production area. {i 

3/ Considerable quantities of "outside" cream are purchased, largely 
through the Boston cream market, 

4 / This is an index which represents the United States! average prices 
paid by farmers for commodities bought (1909--1914 = 100). 


Se 


Table 1. Prices received by farmers for all milk sold wholesale 
in Massachusetts and Rhode Island, and index numbers 
of prices paid by farmers for commodities bought, by 
years 1929~-1934, and by months January--October 1935. 


Farm price of milk. sold : Index OL. prices paid 
Year :__ wholesale per hundredwei ght : by farmers for commod- 
and : Massachusetts: Rhode Island : ities bought 1909-- 
month : ith! : 1914 = 100 
Dollars : Dollars Percent 

1929 : 3.40 3.58 153 

1930 e. “e359 ik 145 

1931 Avoceen: pe) ane 124 

1932 Die Ohne! Piso 107 

1953 : Boke : 2.04 109 

1934 2.44 : " 2,84 Leo 

1935 eere 3.06 125 
January 2-85. 3.15 126 
February 270 spridie LS Le? 
March Carol. oa 3,05 le? 
April 2580. 3.00 12 
1 re, cme 2,90 127 
June : ee oi) 2090 127 
July ere 3005 126 
August 2-80 3a00” ! T25 
September “2075 2.85 : 123 
October Peete’ BOD Leos 
November Broo  BeB0 122 
December 3600 3.30 122 


ee 


Compiled from records of the Division of Crop and Livestock Estimates, 
Bureau of sazricultural Economics. 


Table 2. Gross income from milk produced on farms in the United 
States and in specified ‘States supplying milk to the 
Fall River Marketing Area, and percentage change from 
1929 in such gross income, 1929+-1934. 


__ United States ; » Massachusetts: Rhode:Island 
Gross : Percent : Gross ‘: Percent : Gross : Percent 
income : change : income : change : income : change 
rear Reais © saath ; : from ; ; from 
ng : 1929 : 1929 : 1929 
2 ORO eh Os Se pl 
, (meee se., , dollars: : dollars: 
1929 =; 2,322,553 ; - r 29,054: - i WAR ORR itor 
LOSOYN: 2OZOPSSSy : wwRLAydue :wRByY OSA Be gee Mews OOSrePedyee 
poe. > 1,614,394..: ©8055 2 BSRserrar inc : LIZ eo 
bOS2r ehy260 4240 SA50 aie slopes. an Me eubeaase Zemee 
1935 eGo, 008 Gelb. 6 ails Sosy Uemano ‘ 4,302: —-350.66 
1934 SL, e2),205 % =88,8" 7  BOlb804 Bee : 3,695; =22.41 
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Compiled from reports of the Division of Crop and Livestock Estimates, 
Bureau of Agricultural Economics, United States Department of Agriculture. 
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The 1933 cash iheome from dairy products sold from farms in the 
United States was 46.5 pertent below. the cash income from this source in 
1929. In Massachusetts and_ ‘Rhode Island the declines in such income 
ek 1929 to 1933 were 37.2 and Sl. 1 percent, respectively. (See Table 
Be 


Although in 1934 some improvement was evidenced in the gross and 
cash income from milk produced and dairy products sold from farms, 
comparison’ with such income in the year 1929 indicates that the income 
of the dairy farmers was still very unfavorable. Gross income from milk 
produced on farms in Massachusetts was 28.3 percent below that in 1929, 
and in Rhode Island it was 22,4 percent below 1929. Similarly, cash 
income from milk sold from farms in these States was 29.3 percent and 
e2e0 percent, respectively, below the 1929 levels. 


The foregoing facts and considerations demonstrate conclusively 
that in Massachusetts and Rhode Island there was a marked decline 
during the period 1929--1933 in (1) the prices received by producers for 
milk sold wholesxle, (2) the purchasing power of such milk, (3) the 
gross income from milk produced on farms, and (4) the cash income from 
dairy products sold from farms. 


Table 3. Cash income from dairy products sold from farms in the 
United States, and in specified States supplying milk 
to the Fall River Marketing Area, and percentage 
change from 1929 in such cash income, 1029.—1034. 


° United. States... : Massachusetts : Rhode Island 

: : Percent 3: : Percent $ : Percent 
Year ; : change $3 3 change $3 : change 

%2 Cash : from $- Cash : from : Cash : from 

: income + 1929 Seincomes 2 1929 * income  § 1929 

: 1, 000 : 3 1.000" . 1,000.5 

s: dollars, ~ 3 te dollars$ Mw dollanss: 
1929 Ba Sean Us ~ er Ua s > : ZN! init ~ 

* £1930 Lael mom he flee. HeecG Ub Ol te ee : 4,719 3: 44.87 

1931 SP orb aod th wie oe sales 0955) oul. Bo, 2 3,960 sel2.00 
1932 $ COO, th im “beie etawiLO.oes at) mOoe Dur t 5,009 $=28.20 
MGS5 pts VOSS C80 ee 46.5 2 165955 fF: HB%.2 2) . B,099..+--21, 15 
1934 tf Lue vOlLe S erGen 7s &.. 19,093 ¢ 7-20.38 + 3,487 332.51 


Compiled from reports of the Division of Crop and Livestock Estimates 
Bureau of Agricultural Economics, United States Department of Agriculture. 


1/ Includes benefit payments and Government purchases. 
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PART II 


The Importance of Dairy Fermiig As en, Agricultural Enterprise 
-in the Area Which S upplies Milk to the Fell River Marketing. 
Area, 


. The importance of milk production as an agriculturel entcrprise 
in Massachusetts and Rhode Island is indicated in Table 4, 


Milk production is an important agricultural enterprise in the 
country as a whole... In’ 1929 the cash income from dairy products sold 
from farms wes 18.0 percent of the cash income from sales cf all agri 
cultural products from farms in the United States, The cash income _~ 
from milk sold from’farms is relatively a mach lerger proportion of | 
total cash income from agricultural production in the States of Massa~ 
chusetts and Rhode Island than in the United States, in 1964 the cash 
farm income from milk sold from farns in the States of Massachusetts 
and Rhode Island represented 38,8 percent ond 52,2 percent, respective 
ly, of the total cash farm income fron farm producticn in these States, 


T he flued milk supply of, Fell River is produced entirely within 
the Counties of Bristol, Massachusetts, end Bristol and Nevrport, Rhode 
Island. According to the Census in 1929, 33 percent, 44 percent, and 
o4 percent of the farms in these ¢ cunties, respectively, were classified 
as "dairy farms", The Cénsus data sre Slso significant in this connec. 
ticn in that they show’ thet the density of milk production (pounds pro- 
duced per squere mile) is greater in Bristol and Newport Counties, Rhode 
Island, than in eny other-county in Rhode Islend-or.in Messachusetts,-- 
end that density of preduction in -Bristol county, Massachusetts, is the 
greatest of any ccunty in the’ State, (Seo Yables 14 end 15 in Parco) 


Such being the case, netivity directed toward the enhahcoment of 
“prices to producers and finoneial returns fron nilk production in the 
area. supplying milk to the Fall River Marketing Area is warranted, and 
necessary, to effectuate the policy of Congress as stated in the Agri- 
culturel Adjustment Act, ; 


' 


— “PapGe Lin S ; 


Comparison of tht Prices Specified in the | : 
Proposed lerketing Agrécnent snd‘ Proposed | 
Order for the Fall Rivor Merketing Area ° 

with Parity Prices for’ Milk in the Fell 
River Merketing Area, | : 


. . ' 


Section 2 of the Agriculturel Adjustment Act, as ancnded, 
declares the policy of Congress to be: 


"(1) hrough the exercise of the powers e>nferre 
ed upon the Secretary of Agriculture under this 
title, to establish and maintain such 


& 


Table 4. Cash income from all farm products, and percentage 
cash income from dairy products was of cash income 
from all farm products, 1929--1934. 


— United States __:_ Massachusetts Rhode Island 
: Percent of : ; : Percent of : : Percent of 
total cash ;: PeTCOTEL Cashes * total cash 
Year ; : : income : : income : : income 
Casn eIrcnerarnn ) Gach pervrrom .arm - Cash : from Tarn 
iacome ; production : income :- production ;: income : production 
1,000 : ; Th OO $8, OOO 
aollars : Poo tiers roOLLers: 3 
1929 : 10,284,479: 1830 Loe 34.1 OROT2780 < 47.5 
1930 f 7 7967, 606: 202 NR ae ee Siew Me Omen i 50.6 
1931 Pe at hoo. eaoe Bowe Ocoee Ft Sree SaaS hla 7S Dio 
Lose 4,368,296 rie) , ABe827 | 4 5938 PT Oe SS st 54.4 
L936 ia : 5,402;094' 18.3 : 48,948  : 34.6 move 7: 47.2 
1934 sy iS 26, 20h ee or vr.c : 49,234 : 5828 erPGRO py ./ 5oee 


Compiled from reports of the Division of Crop and Livestock Estimates, Bureau of 
Agricultural Economics. 


1/ Includes benefit payments and Government purchases. 
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balance between the production ard consumption of 
agricultural commodities, and such marketing con- 
ditions therefor, as will reestablish prices to 
farmers at a level that will give agricultural 
commodities a purchasing power with respect to 
articles that farmers buy, equivalent to the pur- 
chasing power of agricultural commodities in the 
vase period; and, in the case of all commodities 
for which the base period is the pre-war period, 
August 1909 to July 1914, will also reflect 
current interest payments per acre on farm 
indebtedness secured by real estate and tax pay- 
ments per acre on farm real estate as contrasted 
vith such intorest payménts and tax payments 
during the base period. The base period in the 
case of all agricultural commodities except 
tobacco and potatoes shall be the pre-war period, 
August 1909--July 1914. In the case of tobacco 
and potatoes, the base period shall be the pee 
war period, oe t 1919--July 1929," 


In section 8e of the Agricultural Adjustment Act, as amended, 
it is provided that: . 


"Tn connection with the making of any 
marketing agreement or the issuance of any order, 
if the Seeretary finds and proclaims that, as to 
any commodity specified in such marketing agree-— 
ment or order, the purchasing power during the 
base period specified for such commodity in sec- 
tion 2 of this title cannot.be satisfactorily de- 
termined from available statistics of the Depart- 
ment of Agriculture, the base period, for the pur- 
poses of such marketing agreement or order, shall 
ve the post-war period, August 1919--July 1929, 
or all that portion thereof for which the Secre- 
tary finds and proclaims that the purchasing power 
of such commodity can be satisfactorily determined 
from available statistics of the Department of P 
Aericulture."! 


in the case of milk produced for sale in the Fall River 
Marketing Area, available statistics in the Department of Agri- 
culture with respect to the August 1909--July 1914 base period 
are inadequate for the proper determination of the August 1909-- 
July 1914 base period price for milk. Parity prices for milk 
sold by producers to handlers in the Fall River Marketing Area 
have been determined, therefore, from available statistics of 
the Department of Ag re with respect to the period August 
1924 to July 1929, inclusive; ‘The parity prices so determined 
for Class I milk containing 3.7 percent buttertat, Pvosibs city. 
are shown in table 5, Such parity prices indicate that the prices 
specified in the proposed marketing agreement and proposed order 


a 


ee 


Table 5. FALL RIVER: Index of prices paid by farmers for commodities 
bought, indéx of seasonal vatiation, price per hundredweight 
of 3.7 percent milk delivered f.o.b. city und parity prices 
adjusted for scasonal variation, average August 1923 + July 
1929, by years 1930-1935, and by months 1935 and 1936. 


: Index ; ; Prices per hundredweight of 3.7 
& prices paid ; Index : percent milk, f.oOebs. city 
: by farmers : of : aes 
Year and." 3: for commod-=. seasonal, 7 Paid@by  -: |. Parity “adjueved 
month : ities : variation:_/ : dealersé/ : for seasonal 
H DOUATV UN <: pee: : : variation 

August 1923— 3 : : : 

gaiy 1929 : 100.0 : 100.0 pop) anor) 2s. 3 

Fc re ee OE, RM CRM ee Se 

1934 : 79.8 : spats aor fim 2c; 

1235 : 81,1 : : 3-40 : 3047 
January ; 81.8 : 101.2 : 3.40 H 3eo4 
February : 82.4 : 100, 0 : 3,40 : bed 
March H 82.4 : 98.4 ; 3.40 : 3.47 
April : 82,4 : 98.2 : 3-40 ; 5246 
May : B24 : 98.3 $ 3,40 ia 5e47 
June te 82.4 ; O24: : 3-40 ; 349 
July ; 81.8 ; Serbs, 363440 : 3650 
August : 8141 ; 101.8 : 3.40 ‘ 325d 
Beptember 3 Toeo $ LOLe¢g : 3.40 ; 348 
October : Tieo : 100.7 : 3,40 : 3.44 
November H (ose : 100.0 ‘ 3,40 : 339 
December : aes H 1008'S : 3,40 3 5041 

1936 3 ; ; : 

; : : 3 
January : Voee ; TOS. ; 3640 ; 3643 
February $3 : ; : 
March : : : ; 
April H : 3 ; 
May : : : : 
June : 3 ; 3 
July : H : ; 


2] amoothed ratio of calculated prices to a moving average. 

2/ License price quoted from April 1934 on. 

3 / Calculated by adjusting Boston surplus prices for freight cost to Fall River 
and weighting for percentage of total milk supply in Class II. The Class I 
price was calculated by relating the balance of the milk to the flat prices 
supplied by N.H.M.P.A, 

4/ 9 months average. 


Me ed ad! 
for the Fall River Marketing Area are within the parity linit as 
required by the Agricultural Adjustment Act, as amended. 


_ A-s of Jonuary 1936, the patity price, f.o.bd. city, for Class 
I milk-contrining 3,7 pereent butterfat, as.determined for the Fell 
River Marketing Area, was $3,43 per hundredwveight. 


Current supply and denand conditions, discussed in the fol- 
lowing pages, indicate the economic basis for the minimun prices 
to producers contained inthe proposed marketing egreenent and 
proposed order, .Such prices do net attain perity but, as sunse— 
quent discussian vill denonstrate, are higher than would be paid 
by handlers were ‘no narketing agreenent or order effective in the 
marketing areg, The prices specified, therefore, tend to effectu- 
ate the policy stated by Congress in the Agricultural Adjustnent 
Act, and are feasible in view of the current consumptive demand for 
milk in the Fall’River Marketing Area, . 


PART IV 


The Character of the Gonmerce in Milk in the Fall River 


Marketing Area, 


‘ 
i ry 


‘The Fall River Marketing Area, as defined by the proposed narketu 
ing agreement ond proposéd order, is as follows: The City of Fall River, 
the towns of Swanseo end Somerset, Massachusetts, the touns of Ports-— 
mouth, Tiverton, and Little Compton; Rhode Tsland, and so much of tho 
town of Westport, Massachusetts, as lics west of the line running nidvay 
between Drift end Pine Hill Roads. ‘The population of the City of Fall 
River and these towns, according tothe 1930 Census, totalled 
137,950, distributed as follows; es 


Fell River oo 11S, 274. 
Sveansea,’ me _ 8,941 
Sonerset —~ ' 5,398 
Hestport ~- + 4,408 5/ 
Little Compton —- ale ee 
Tiverton -- 4,578 
Portsnouth —~ ZyI69 


More than 125 thousand of the total pepulation of the preposed 
marketing crea (or opproxinately 93 percent) rosjde in Massachusctts, 


he proposed narketing' orca is the City of Fell River and con 
tiguous urban areas hich are’ served predoninantly by dealers located 
in Fall River, Milk distribution by these dealers extends beyond the 
boundries indicated, but such territory usually is served also by 
dealers fron cthor ‘reas, For example, dealers in Fall River supply 
Milk to certain customers in that part of the town of Westport lying 
east of the boundary line indicated in the abcve description. of the 
proposed m rketing area, and doalors fron New Bedford likevrise supply 
5/ Only part of the population of Westport resides in the proposed 

Marketing area, 


Re 
‘eoMable-6. > Fall River, Massachusetts: ‘Net Class I and Class II 
se soles, by months, by States of origin, April 1934—— 


June 1935. 
eran: Yon. ___._ Massachusetts eas Rhode Island | ; 
Year :: 3 ate ew TOtaI Of... +3 : : Botal of 
pee Gs WGA | ditds .¢ Class I and:. 5, tie Sie dy ** MC lass ies 
month "-3) Class I‘: Glass TI: Class Ii : Class: 1 w$ .Olassl tien seOleeeeis 
“.% Pounds : Pounds : Pounds 3 Pounds. 3° Pouhds PiePeunde: 
aoe Megiage nee & eee | oar ; : 
April si 1;223,212 > $ -28;014 3 1,251,126; 925,148 :. 132,631.-: 1,057,786 
May” > 1,356,677: 3° 39,088 :.°1,395,765 : 1,051,618 : 215,601 : 1,267, 29S 
June 31,328,221 (3; 27,674 : 1,355,895 : 1,032,077. : 184,274 °: 1,216,361 
July > 15367,627 “2 -26,073 : 1,393,720 + 1,036,933 :. 165,938. 3 1,204,873 
August : 1,380,337 : 52,909 : 1,433,246 : 1,045,616 :; 177,251 : 1, 222,86" 
September: 1,268,588 : 48,804; 1,317,392:$ 853,368 : 283,831 : 1,137,196 
betober : 1,303,685 487,061 3 1,360,726 :. 830,154 ;.. 260,882 > 2)091,035 
qflovember 7/1,268,278 :° 16,927 :. 1,285,205 ; 877,990 : 112,691 : 990,681 
December ¥ 1,303,208 © :° 29,904 :. 1,333,112 :. 812,062 : 209,098: :°1,021;16C 
1835 ine ‘4 ! : : . 3 3 : : 
January : 1,333,887 : 44,781 3 1,378,668 : 795,998 :. 258,903 : 1,054,901 
February : 1,175,961 : 41,414 : 1,217,375: 704,996 : 248,098 : 953,094 
March 3 1,542)405 (93° 736,618 3 1,379,023 : 814,056 :. 315,212 + 1}129,468 
April 2 1,521,213 2 57,824 : 1,379,087 ; 850,593 : 281,273 : 1,131,866 
May : 1,380,960 +: 129,231 : 1,510,191 : 828,590 ; 474,150 : 1,302,740 
June s_ 1,540,645 : 129,862 : 1,472,507 : 807,400: 451,476 : 1,258,876 
Total 319,696,824 ; 766,174 ; 20,462,998 :13,268,599 :3,771,308 :17,039,907 
: : ‘ 


Report of Market Administrator, License No. 48 


certain customers in that part of Westport which is located within the proposed 
marketing area. © On the south, the Fall River area borders the Newport area, 
and on the west and northwest it is bordered by the area supplied by dealers 
located. in Providence, Rhode Island. The aréa described constitutes one market by 
reason of the fact that it is supplied by the same groups of producers and handler: 
and the same supply and demand factors are operative throughout the area. 


Table le in Part V below shows the density of population per square mile of 
the various towns and cities in the marketing area. 4nly two, the town of Westpor 
Massachusetts, and the town of Little Compton, Rhode Island, have population densi- 
ties of less than 100 per square mile, i.e, S302 and-ol.4, respectively. 


6/ See A.A.A. Docket No. 29, p. 109 (Hearing held Aug.22-23, 1933, on Proposed Mark 
ing Agreement for Southeastern New England Markets), 


ah 


Milk distributea throughout the area theets practically the same 
sanitary recuirements, A thorough system of State regulation and 
inspection wags Geveloped in Rhodé Island before the establishment of such 


system of inspection. and that performed by the City of Fall River are 
Similar to that in Rhode Island, 7 Farm inspection requirements being 
very Similar, such cifferences as may exist with respect to sanitation 
requirements applied to Gistribution in different parts of the marketing 
area are not Significant to such 2a degree as would give any portion of 
the area its: own peculiar supply and demand factors ana thus Cause it to 
area. For example, the Fall River Board ‘of Health requires that alte 
pasteurized milk contain not more than 25, 000 bactéria per C.Cc. -when 
delivered, whereas the Massachusetts law ‘permits 40,000 bacteria per c.c, 


Island law establishes a limit of 25,000 bacteria percha. Moreover, 
competition within such: a ‘small area, ‘tends to make ‘the strictest legal 
Standards applicable in any portion of the area the. standard Of “the 
entire area, - Ce Tee, , ral ; 


ae Se milk: supply, being generally oF similar quality, moves freely 
from one part of the area to: another, : All handlers in the market, 
Excepting certain producer-handlers distributing only a very small per- 
centage of the total volume of milk distributed Lane market, have 
located their plants in the City of Fall River, Moreover, any producer- 
handler who sells milk in thé city must, if he establishes a new.plant, 
locate such Plant in the CLG, 8/ This situation nécessitates that most 
of the milk distributed in that part of the marketing area outside of 
Fal? River be brought into the city before it is distributed, 


handlers in Fall River fron Producers in Massachusetts and Rhode Island, 
by months, April. 1934 to June’ 1935, inclusive. 


types, according to place of business and the sources of their milk 
supply, by States, as follows: 


Type I. Handlers located in Massachusetts purchasing milk from 
Producers in Massachusetts Onis. 


Type II. Handlers located in Massachusetts Purchasing milk from 
producers in Rhode Island only. 


Type III, Handlers located in Massachusetts purchasing milk from 
producers in both Massachusetts end Rhode Island. 
é A 
eee ea ot No. 29, p, 226, testimony of 17, p. Nichols, formerly 
employed ag Chief Milk Inspector by the State of Rhode Island, 


Naren ce Sree ee errr ehinear acer apa NO a a re ne, 


8/. Information Supplied by the Market Administrator, License No. *48. > 


- 


Ste is 


Type IV. Handlers located in Rhode Island purchasing milk from 
producers in Rhode Islard only. 


Type V. Handlers located in Rhode Island purchasing milk from 
producers in both Rhode Island and Massachusetts. 


Handlers of the first type purchased 7,552,364 pounds of milk from 
producers, This Quantity represented 45.9 percent of all milk purchased 
' from producers in Massachusetts by all handlers and 25.2 percent: of all 
milk purchased from all producers by ell‘handlers. (See Table'7.) 

Type II handlers purchased 1,220,140 pounds of milk from producers. 
This quantity represents 9.0 percent of the total amount of milk purchased 
from producers in Rhode Island and 4.1 percent of the total quantity of 
milk purchased from procucers by all handlers. (See Table we 


Handlers of the third type purchased 20,460,578 pounds of milk, 
which represented 68.3 percent of all milk vurchased from all producers by 


~ 


all handlers. These handlers purchased 8,679,378 pounds of milk from 
Massachusetts producers, which was 52.7 percent of the total purchases from 
Massachusetts producers and 29.0 percent of all milk purchased from all 
procucers. They also purchased 11,781,200 pounds from Rhode Island 
Producers, which amounted to 87.3 percent of all milk purchased from Rhode 
Island producers and 39.3 percent of the total volume of milk purchased 
from all producers by all handlers. (See Table 7.) 


Finally, handlers in types IV and V purchased 725, 688 pounds of milk 
from producers. This quantity of milk represents 2.4 percent of the total 
milk purchased from all producers by all handlers. Of this quantity, 
228,470 pounds were purchased from Massachusetts producers, amounting to 1.4 
percent of all milk purchased from Massachusetts producers by all handlers 
and O.7 percent of all milk purchased by handlers from all producers, 
Handlers in these classifications purchased also 497,218 pounds from Rhode 
Island producers, which quantity was 3.7 percent of total purchases by hand- 
lers from producers in Rhode Island and 1.7 percent of all milk purchased 
from producers by all handlers. (See Table 7.) 7 


Section 8c (1) of the Agricultural Adjustment Act, as amended, 
provides that: "The Secretary of Agriculture shall, subject to the pro- 
visions of this section, issue, and from time to time amend, orders 
applicable to processors, associations of producers, and others engaged 
in the handling of any agricultural commodity or product thereof speci- 
fied in subsection (2) of ‘this sections Such persons are referred to in 
this title as 'handlers!. Such orders shall regulate, in the manner 
hereinafter in this section provided, only such handling of such. agricul- 
tural commodity, or product thereof, as is in the current of interstate 
or foreign commerce, or which Cirectly burdens, obstructs, or affects 
interstate or foreign commerce in such commodity or product thereof.” 


It has been shown that the Class I price provided by the proposed 
agreement and proposed order is within the: parity limit prescribed by 
Congress in the Agricultural Adjustment Act. The prices provided are 
higher, however,’ than would be paid producers if the license now in 
effect were discontinued and no marketing agreement or order made effec- 
tive. 
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As already has been vioddlbed out, neatly half of the mille supply 

, Of : the Fell River Marketing Area moves ‘across the Massachusetts--Rhode 
Island State line in process of delivery, from producers! farms to hand- 
lers' plants, Much of this milk is mingled in handlers! plants with 
milk produced in Massachusetts and distributed to consumers in Massachu- 
setts.” A. small portion of it moves back across the Massachusetts-- 
Rhode Island State line in being distributed to consumers in Rhode Island 
by handlers whose plants are located in Massachusetts. In either case 
such'milk is sold in competition with milk which is both produced and 
.consumed within the State of Rhode Island and with milk which is both 
produced and consumed within the Commonwealth of Massachusetts. 


The question as to the degree to which the regulation of commerce 
in milk as specified in the proposed marketing agreement and proposed 
order must be extended to the handling of milk which does not move 
across the State line or does not become mingled with milk which has 
moved across the State line depends upon the extent to which the handling 
of such milk burdens, obstructs, or affects the interstate commerce in 
milk in the Fall River Marketing Area. As noted above, the prices which 
would be fixed by the proposed marketing agreement and proposed order 
are higher than those which would prevail if no governmental regulation 
of prices were in effect.’ If prices were fixed with respect to that por- 
tion of the milk supply which moves across the State line, or becomes 
mingled with milk which has moved across the State line, andvyere not 
. fixec with respect to milk which does not- move across the State line or 
become mingled with milk which does so move, it would be impossible for 
any marketing agreement or order effectively to increase prices to pro- 
Gucers in the area supplying milk to Fall River and thus effectuate the’ 
policy of Congress as stated in the Ag ricultural Adjustment Act. 


With prices fixed by a marketing agreement and order ae a part of 
the supply higher than otherwise would be paid, handlers would tend to 
change their sources of supply in order to secure that milk with respect 
to which prices were not fixed, i.e., milk not moving across the State 
line, or not becoming mingled with milk which so moves, which milk prob- 
ably would sell at prices lover than the price provided by the proposed 
marketing agreement and proposed order. This is especially true under the 
marketing plan contained in the proposed agreement and order, according to 
which each producer supplying the market receives a lower price for his 
share of the. surplus in excess of the actual fluid milk requirements. 
Handlers buying milk in Massachusetts only could pay the same price paid 
by handlers complying with the agreement and order (which would be a combi- 
nation of the fuild milk and excess prices), and yet sell practically all 
their milk as fluid milk. In this ~ay they would receive some milk at the 
excess price even though they sold it as fluid milk at fluid milk prices. 
Thus, @ larger volume ‘of milk moving across the State line would be sold 
at the excess price, prices to producers in Rhode Island vould be lower, 
and some producers in that State probably would be deprived of their 
market. 


Obviously, the competition between milk from different sources 
would bring about the results set forth in the preceding paragraph. Hand- 
lers in the Fall River Marketing Area have not, in the past, priced milk 
differently to different producers according ne the State of origin of the 
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milk. Moreover, the producers! cooperatives in the market have made no 
Cistinction between milk produced in the different States in their bargain- 
ing with handlers, cs 

The foregoing facts and considerations demonstrate Conclaslvery 
that the larger portion of all milk handled in the Fall River Marketing 
Area actually moves across a State line, or is directly commingled with 
milk which SO moves, and that, in order to regulate the handling of such 
milk so as to ‘effectuate the policy of Congress as stated in the Agricul- 
tural Adjustment Act, the handling of all other milk in the marketing area 
must also be regulated. 


PART V 


The Price Structure Provided by the Proposed Marketing 
Agreement and Proposed Order. 


The general discussion of the price structure for milk is con- 
tained in Technical Paper No. 1, published by the Dairy Section of the 
Agricultural Adjustment Administration. 9/ In this paper it is shown 
that the classified price plan of selling milk to dealers develops from 
competition among dealers to secure a supply of milk ‘that is closely 
related to their requirements for milk for their fluid milk trade, This 
Paper also shows how (1) differences in costs of transporting a unit of 


milk in fluid form and the product equivalent of a unit of fluid milk, 


and (2) varying sanitation regulations applicable to milk produced for 


and proposed order relative to milk produced for sale in the Wai1. Rime 


fective in the market April 1, 1934, The following discussion sets 

forth certain facts concerning Classification of sales and uses of milk, 

and supply and demand conditions, The Proposed classification and price 

schedule appear reasonable in relation to these facts. ne 


ier Use Classification. 


The two classes of milk provided by the pronosed agreement and 
order are defined in the Same manner as in License No. 48, effective 
in the Fall River market since April 1, 1934, This Classification, as 
defined, is in conformity with both custom in the market and sound milk 


Prior to the effectuation of License No, 48, most dealers were 
paying producers according to a base and surplus plan with individual 


+. 


een att nes 


9/ Gaumnitz, E, We, and Reed, 0, M,, The Price Structure for Milk, 
Technical Papers Noah. Dairy Section, Agricultural Adjustment Ad- 
ministration, United States Department of Agriculture. (Appendix Au 
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dealer pools. Testimony presented at a hearing relative to a proposed 
milk marketing agreement for four Southeastern New England markets 
(Providence, Fall River,’ New Bedford, ‘and Nevport), held in Washington, 

D. C., August 22--23, 1933, 10/ andicates that considerable progress 
already had been made toward the establishment of an organized marketing 
systeme The Fall River Milk Producers! Association, in cooperation with 
the Fall River Milk Dealers! Association, had made plans for a inarket 
"audit" in order that producers might be assured that they were being paid 
fluid: milk prices and surplus i prices for the proper quantities of milk. 
A system of base rating had been introduced by a small number of dealers 
several years earlier,.but no general plan of allotting bases to new pro- 
cucers had been developed. ; fh. 


The Fall River. production area is a deficit production area, in- 
sufficient milk béing produced to supply all the fluid milk and fluid 
cream requirements of the marketing area, Consequently, the fluid cream 
supply from local producers must be supplemented by supplies originating 
in surplus cream producing areas, The actual channel through which such 
supplies are secured is usually the Boston cream market, . 


The proposed marketing agreement and proposed order define as 
Class I milk all milk sold or distributed as milk, chocolate milk or 
flavored milk, and as Class II milk all milk specifically accounted for 
(a) as being sold, distributed or disposed of other than as milk, choco- 
late milk, orflavored milk, and (b) as actual plant shrinkage ., . 
The inclusion of chocolate milk and flavored milk in Glass I is prompted 
by the consideration that such products are essentially in the same cate- 
gory as fluid milk. Such products cannot .bée made solely from cream nor 
solely from skim milk; the milk from which such products are manufactured 
must be brought to the market as fluid milk; they are merchandized in the 
same manner as fluid milk; and they must meet the same requirements as to 
sanitation as in the case of fluid milk. 


he Fall River milk production area, being a deficit area, does 
not produce milk to any significant extent for manufacturing purposes, so 
that most of the milk produced for sale in the Fall River Marketing Area 
is utilized either as fluid milk or fluid cream. There is no reason, 
therefore, for classifying milk into more than two classes for purposes 
of making payment to producers. 


2- Minimum prices to producers provided by the proposed marketing agree- 
ment and proposed order. 


The minimum prices provided by the proposed agreement and order 
which handlers are required to pay for Class I and Class If milk are as 
follows: 


10/ A.A.A. Docket No. 29, p. 96 ff. . 
may! "Surplus" in the serise of being in excess of fluid milk requirements. 


ee a 
Class I milk, $3,385 per hundredweight; 


O.ess II milk, per hundredweight; Divide the price per can 
of bottling quality cream at Boston by 33 (the. number of pounds 
of butterfat per can): and multiply the result by 3.7 (pounds 
of -butterfat per hundredweight of milk). 


&. Price history of the Fall River market, 


Table 5, in part Tir above, shows that during the period. 
August 1923-July 1929 the average price of Class I milk containing 
5.7 percent butterfat was $4, 28 per hundredweight, The Class I price 
provided by License No, 48, when that License first became effective, 
April 1, 1934, was $3,.0225 per hundredweight. This was a continua 
tion of the price theretofore being paid, except that the License did 
not permit a 10-cent per hundredweight "station charge" on base milk 
which dealers had deducted, L2/ 


By tne issuance of an amended License, effective September 
1, 1934, the Class [ price was increased to $3.40 per hundredweight, 
at which level it hes since remained, . 


The lack of officially reported "surplus" or Class II milk 
prices and the fact that few dealers paid on this basis for any con- 
Siderable length of time prior to the effectuation of License No. 48 


tion presented at the hearing relative to a proposed milk marketing 
agreement for the Southeastern New England markets (including Fall 
River) held August e2-23,1933, The Producers and Distributors Sched- 
ule, presented by the pyoducers! association in conneétion with the 
record of the hearing!3/_ indicates that producers were being paid 
approximately $93 per hundredweight for Class IT milk, A similar 
Schedule submitted by the Fall River Milk Dealers! Association stated 
that the price being paid for Class II milk was $1.05 per hundred- 
weight. The difference would appear to arise from the fact that the 
former was an f.o.b. farm price while the latter probably represented 
the average f.0.b, city price, 


The Class If price. provided in the license Which became effec- 
poet Apr LTT) 1934, was 3.7 times the price per pound of 92~score butter 
at Boston plus 30 percent. On May 1 the Class II price was reduced to 
3.7 times the price per pound of 92-score butter at Boston plus 10 percent, 
plus Baliye cents, in order to bring Clase Tr prices in line with prices 
Paid in the marketing area for cream secured from other sources, In the 
amended license which became effective September 1, 1934, the formula for 
determining the Class II price was altered to conform with the Class IT 
price in Boston, This forme, 22/ based on the price of butterfat in 


12/ See "Milk Producers! and Distributors! Schedule" filed by Fall River 
Milk Producers! Association, A.A.A. Docket No. 29, and by Fall River 
Milk Dealers! Association, ibid, 

13/ A.A.A, Docket No, 29 

i4/ The price per can of bottling quality cream at Boston divided by 33, 
times 3.7, less 11-1/2 cents, 
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cream of bottling quality, resulted at the time in a slight increase in 
the Class II price over that provided in the previous amendment. Table 8 
shows the Class I, Class II, base milk, and weighted average prices by 
delivery.periods which have been.paid pursuant to-the-provisions of 
License No. 48, 3 


The result of the license Class II price has been to keep the 
price of butterfat in locally produced milk which is used for cream in a’ 
closer relationship with the price of butterfat in cream purchased from” 
- outside the local production area than probably was the case before the 
‘license became effective. For example, at the time the above "Class IL" 
milk prices were quoted by the Fall*River Milk Producers! Association and 
_ the Fall River Milk Dealers! Association (September I, 1933), the price 
of "outside" créam-was said to be $13.25 per can, 15/" This price amounted 
to approximately 40 cents per pound ‘butterfat as.compared to 25 cents per 
pound butterfat received by producéts for’ Class II milk, if the a 
Producers! Association figures are dccepted, or 28 cénts, if the Dealers! 
Association figures are accepted, 

fable 9 shows the average farm prices per hundredweight which 
producers in Massachusetts received for 911 milk sold at wholesale during 
the period 1909-1935, These prices are not comparable to Class I prices 
f.o.b. Fall River in that they repre’sent prices received by producers at 
the farm for milk sold in all markets and for all uses. The price of 
$2.44 per hundredweight received by Massachusetts producers in 1934 was 
lower than the prices received in all other years during the period 
excepting 1909, 1911, 1932, and 1933. 


be Demand conditions. 
(1) Business and industrial activity. 


The following discussion of business conditions in rela- 
tion to purchasing power in the Fall’ River Marketing Area is based largely 
England District, published by the Federal Reserve Bank of Boston, 
November 1, 1935, The various business indicators utilized by this 
report show that general business conditions are such’ that improvement 
in consumer purchasing power probably has occurred in recent months and 
that further improvement might be expected. 


The City of Fall Rivér is one of the leading cotton tex- 
tile manufacturing center's in the country and consumer purchasing power 
in-the Fall River Marketing Area is very closely associated with condi- 
tions in that industry. A marked decline in industrial activity had re~ 
sulted ina cone tetas reduction in fluid milk purchases in Fall River 
by -August 1933,—' The unfavorable industrial situation was further 
aggravated by the cotton textile strike of 1934, although reported sales 
of Class I milk do not indicate that any reduction in fluid milk 
purchases resulted directly therefrom. However, it is possible that the 
volume was not so great as it might have been had no strike occurred, 


15/ Milk Producers! and Distributors! Schedules, A.A.A. Docket No. 29, 
16/ Testimony contained in A.A,A. Docket No. 29, p. 96. 
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Table 8, Prices paid by Auden fox 347; percent milk per hundredweight, 
Fall River, Massachusetts, fio, ad dity, by delivery periods, 
April 1934 to December 1966, ine usive, 
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Compiled from reports of oan Market Administrator, License No. 48, 


farm price: of.all milk.sold, wholesale, per hundredweight, Massachusetts 


Table 9. 


el ee 


f Crop and Livestock Estimates, Bureau of Agricultural Economics. 
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According to the Federal Reserve Monthly Review, pub- 
lished November 1, which sécuted its employment data from the eseachu. 
setts Departncnt of Labor and tndustries) the average’ August to 
September increase of employment in répresentative manufacturing estab. 
lishments during the ten-year period 192541934 was 0.9 percent, and the 
average increase in payrolls was 1.6 percent. From August to September 
1935 the increase in number of wage earners was 2.4 percent, andthe in 
crease in payrolls was 3.6 percent. In 63 cotton mills reporting, , 
employment increased 3,0 percent and payrolls 2.4 percent, "due somewhat 
to greater production in certain mills in FaLy River", 


An article in the Boston Herald of November 19, 1935, 
relative to statistics issued by the New England Council, states that 
"Fall River, due to the reopening of cotton goods pian: showod a 45.1 
percent gain in employment and 39,5 pengent gain in total wages paid in 
September as contrasted with August", i” 


The Federal Reserve Monthly Review cites. other business 
indicators as follows: ' 


Retail sales, in Massachusetts, September 1935, compared 
with September 19343 


Number of stores reporting 892 
Number of stores reporting increase 514 
Number of stores reporting decrease 331 
“Number of stores reporting no change ° 47 


The total increase in dollar volume was 8.2 percent, 


‘Building; The total value of’ néw constriction ‘contracts 
awarded in New England in September 1935 was $9,737,900 as compared with 
Sie. 435,800. in September 1934, and the total value of contracts awarded 
during the first nine. months of 1935 was 13,5. percent. smallen than in the 
corresponding period a year earlier, There was an increase, however, in 
new residential building contracts awarded, the total value in September. 
1935 re 8 014,700 and that in September 1934, 73 74, 8006 


(2) DisGipnt een of rebies ntl, 


8 / Milk is dis spensed to. persons on relief. by..the following pro- 
cedure; 28) The Depertment.of Public. Welfare of Fall River gives tickets to 
the recipient and communicates the name and address of the latter to: the _ 
secretary of the Fall River Milk Dealers! Association. The secretary then 
directs some member of. the Association to deliver milk daily to the holder 
of the tiekets,. The milk. route man-colleets the tickets .and -the dealer re- 
_ ceives payment Ssemi-monthly from the Department of Public Welfare, accord- 

ing to the number of iteke ts which He holds,, at the rate of 10 cents per 
27 / These percentages are eited 2160: ty the Federal Reserve Monthly | 
Review, es 
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pneu 


quaxry, 19/ This rate is three (3). ecm wer ‘the. ‘regular retail price, 

and producers are paid one and one-half (1- 1/2) cents per quart less than 
the regular Class I price for milk disposed of in this manner. Table 10 
shows the number of families 6n relief, by months, April 1934~-June 1935, 
thé quantities of relicf milk distributed: in terms of quarts and pounds, 

and the prices paid by relief authorities for. such milk. The number of 
femilies on relief in June 1935 was 3,491, compared with 2,003 in June 1934, 
In June 1935, 43,498 quarts of milk were distributed to relief clients, as 
compared to 19,733 quarts in June 1934,. The largest numbers of families 
were on relief in September and October. 1934 at the time of the cotton tex- 
tile strike, when the numbers were'3,742 and 3,746, respectively. Likewise, 
the largest quantity of'relicf milk was: distributed in September 1934, 

i.,e., 63,864 quarts, The quantity distributed in October (47,068 Gerais 
however, was exceeded by the quantities distributed in March and May 1935; 
48,580 and 50,505 quarts, respectively. 


(3) Demand as indicated by reported sales of Class I milk. 
As indicated by estimated daily'sales of we G; tadies 20/ 
demand has remained fairly constant during the period in which iéeense 

No. 48 has been in effect. The lowest level reached during the period 
April 1, 1934--—December 31, 1935, was 70,874 pounds per day during the 
delivery period December 1-15, 1934: the highest was 81, 798 pounds per day 
during the period June 16-30, 1934, The average daily class I sales*or 
74,478 pounds during the delivery period December 16-31, 1935, was above 
the daily averege during December 16-31, 1934, The estimates during the 
summer months of 1935 do not.run quite so high, however, as in 19%, 

(See Table 11.) | 


ec, supply conditions, 
(1) Location and boundaries of the Fall River milk supply area, 


The Fall River market draws its milk supply from eight towns in 
Bristol County, Massachusetts end from seven towns in southeastern Rhode 
Island, in Bristol and Newport Counties. . (See Table 12 and Figure 1.) In 
total, they contain 352.4 square miles and extend out on an average about 
nine miles from Fall River. Approximately one-third of the area lies in 
Rhode Island, while two-thirds is in Massachusetts. 


The Fall River market does not receive all the milk sold from these 
towns, Freetown producers, for example, send milk to Taunton and New Bed~ 
ford, as well as to Fall River, while New Bedford sends one-fifth as much 
milk to Fall River as to. the New Bedford market. The Fall River milk 
supply area is adjacent on the north to Taunton, Attleborough and Brockton 
with daily milk requirements of approximately 10,000, 7,000 and 30,000 
quarts, respectively .2t On the south and east, it is adjacent to the New 
19/ April--August 1934, 9 cents per quart; after August 1934, 10 cents 
per qt. 

20/ Estimates of Market Administrator, License No, 48, 

21/ From "Sources of Milk Supply in 29 Secondary Markets in Massachusetts," 
by A. H. Lindsey, Massachusetts State College. 


Table 10. Volume and price per quart of milk distributed 
to relief recipients, Fell River Marketing. 
oA ee, oF “py? months dpril 1934 to June 1935, inclu- 


Sive. 
ember of ameenk . - ri gee AS 
Month ae ‘femilies * paid for "Quarts" = Pounds per 
year «on relief pence re pare . . Quart 
Doliers | : Cents 
1934 _ T a. : waite 
April Sie ty SOO iG a0, O0se. ee ee7O mole aoe ue 9 
May Yen duis O22. 4 te SpA Oe SOE Dee. waaeal eee aa 9 
June: den 1p OOD ms tee et Row ooe. 1. Arar mn 9 
July a be bBo! AaB. ee a aesoe Baga. 9 
August POOR B,D BO, SO cee oon | Ol gba. jae ale 
September: 3,742 $ 6,386,38 | 63,864 ! 157,308 : ~~ 10 
October ; 3,746 : 4,706.80 : 47,068 : 101,196 : 10 
November : 2,406 : 2,489,90 : 24,899 : 53,533 fo | O 
December : ») 2,422 14,475.80 1 A4,758) |) 96.070 .: 10 
1935 ia thal | ; ; 
January Sy LOS |  L DOl OCs). Sued On, + gisS See elma 
February 2,706...) 3,086.50 5. SOyRES »5 5 66,855, «- 10 
March ‘osu eta cs 2505000. te SOeeO a lOt Aaa lee 
April eg) Os Shere oS yS8e BON AS. BAG 2 a Or oe | le 
May 3,442 .; 5,050.50 + 50,505. 3.108,586 :! 6 
June 3,491 


' 4,349,80 : 43,498 ihe Seas 10 
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Bedford area, which requires about 32,000 quarts daily.22/ on the non thigay 
lies Providence with a da aily requirenent of approximately 135,000 quarts,<2 
The nearest of these cities is 10 miles, and the farthest, 20 miles from 

the Fall River Marketing Area, Milk yore paid producers, in the two of 
these nearby markets for which price histories are available (Providence and 
New Bedford), have been closely associated with the prices paid in the Fall. 
River market. (See Table 13 and Figure 2.) 


Given time to make contacts, most producers now sending their milk to 
Cal River coulme if necessary, fine an alternative whole milk outlet in 
another diroceien. Table 12 shows, in addition to the location of the milk 
shed, its area, population and the share of the totel supply from each town. 
Due s the heavy production. area to the south and southwest, and the less 
immediate competition for milk there, the Fall River market obtains a rather 
disproportionate amount of milk: from those directions while supplies from 
the north and east are relatively limited. 


<. Internal Characteristics of the Fall River Milk Supply Area, 


Types of terming in the Fall River milk ver milk ‘shed, 
“Be. reid: 


eay Computed from the Federal Milk Market Administrator's reports, Providence 


market, 


a! 


od ce 


Table 11, Estimated daily Class I and II sales of milk, and percent 
of total sales in the Fall River, Massachusetts, Market- 
ing Area, April 1934 - December 1935. 
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Delivery period: Class I ‘Class I Clase ii”: Class 11 
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gully 1-15 | 79, O748N + 92-8 Gi 6:55), ve 7,2 “hs sBoyaGe 
Wi USeS1 2s BO, B68 1 “S25 “eae 6,557 7.5 ©: @ey425 
ees Lek : “81,7 92.4 vee 6,u255, & 2.6 | ty 988,492 
ihe E61 «ih G9, See 9053 8,556 : Oe 7ulane’ S8reae 
Bepts 115 we! \ V4, Sel ) Oos/ ee P11 coor 0: 5 1S 8 Boos 
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Table 12, 
received, by towns. 
Town 
and Square 
State miles 


‘ 
__ + .- 
> 7 


Dighton, Mass. 


21.8 

Rehoboth, " 47.3 ; 
Freetom, -" i | 84.6 
New Pesford, i 10 
Newport, Rhode Vay fare, 
Bristol,  —f. (yea 9.7 
Warren, A. MMM Boo 
Middletowm,". " : 13.4 

Total supply 

area, outside 

marketing area 160.2 
Fall River, Mass. : bee9 
Somerset, i ade 
Swansea, peor BOL 
Westport,2/ " {$ 53,0 
Portsmouth; Ries ETRE iii 
Little Compton,"": 22.5 
Tiverton, uw = §631.3 

HOvel market—* 

ing area yee? 

Total supply 


aren  aee.4 


The arca of towns in Massachusetts is taken from the Decennial Census 

11; in Rhode Island, from the State Census of 
Statistics on population are from the United 

Data relative to the percent of total 


WOLewacsachusetts, 1915, 
Venbode* island, 1895, 


table 
table XIX. 


States Consus of Population, 1930. 


“lation 


3,147 
2,610 
1,656 
112,597 
27,612 
11,953 
7 OA 
2,499 


170 ,048 


115,274 
5,398 
3,941 
4,408 
2,969 
1,382 
4,578 


137,950 


307,998 


: Population 


‘ 
tS > 


ner 
square 
mile 


144.4 
55.2 
47.9 

5,926.2 
3,495.2 
1.35292 
1.22686 

186.5 


1,061.5 


3,503.8 
760.3 
178.3 

83.2 
127.4 
61.4 
146.3 


fe MCAT 


874,0 


: Percent 
‘ of popu-: 
, lerion 


‘ 
‘ 
‘ 
‘ 
‘ 
‘ 
t 
‘ 


of mar- 
keting 
area 
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: Percent of 
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Massachusetts milk supply and market area, 
square miles, population and aaa of supply 


ceived 


‘ from speci- 
. fied Orne 


054 
» 42 
78 
tec 


Oece 
12.85 
14.07 
17.54 

6.61 
13.90 
ceoel4 


90.90 


100.00 


milk received, by towms, are from "Sources of Milk Supply in 29 Secondary 
Markets in Massachusetts," by A. H. Lindsey, Massachusetts State College, 


Meecn,.1934, 


1/ Only part of the tom of 


Wegtport is in the Marketing Area, but it has 


not been possible here to show either the area or the population in 
only that part which is within the Marketing Arca. 


figures given are for the entire town, 


Consequently, the 
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Table 13. Prices paid producers for all milk. f.o.b. market, 
Fall River and New Bedford, Massachusetts, and 
Providence, Rhode Island, yearly averages 19¢c-35. 


Year : Fall River Providence New Bedford 
1922 $3.66 $3.57 ; $3.60 
ng Phas 4.00 ; 3.88 : 4.00 
1924 3,75 3.45 3.87 
19325 oe. 3.84 3.74 3.87 
1926 Bao eae 4.10 
1927 3.93 3.95 4.19 
1928 : 4.09 . Ae 4.19 
1929 4.17 4.15 4.19 
1930 4,16 4.06 ; 4.19 (11 months). 
1931 3.29 2.96. | 
1932 S02 2.65) : 
1933 Sse aR 
1934 . 3.09 ‘ 3.09 
1935 3.40 


3.35 


Compiled from data supplied by the New England Milk Producers! Association 


The type of farming study of the United States Census of Agriculture 
of 1930 classifies the area in the Fall River milk shed into four types or - 
subtypes. Type number 512, which lies in the northwest sector of ‘the Fall 
River supply area, is a dairy, poultry, truck, part-time farming and fruit 
areas In the north, type number 5l3-a is also a dairy area with some poultry, 
truck, part-time farming and fruit. Type area 513-b, east of Fall River, is 
a region of more concentrated dairy production, with some poultry and fruit 
production. To the south and southwest lies type of farhing area: 513-c, 
which is one of the most intensive dairy sections in New England. 


The pasture land available in the Fall River supply area, although 
quite fertile, is insufficient for'the herds in the area. Many of the 
dairy farms were originally used for market gardéning. At present, the. 
land.is used almost exclusively for dairy production purposés, most farmers 
raising only crops to supply feed for the herds. 


Ab) Character, of the dairy enterprise in the Fall River supply area. | ¥ 


some idea of the character of the. dairying enterprise should be evi- 
dent from the fact that in 1930 thére wWéte 36.5 -head.of. all. cattle per 
square mile in Bristol County, Massachusctts, as compared with a State av- 
erage of 25.8 percent, and that’ 72-percent .of, these cattle were milk cows 
as compared with 63 percent for the State. In Rhode Islandy> “in Bristol. 
County, there were 72 head of cattle per square mile in 1930, 62 percent of 
which were milk cows, and in Newport County there were 73 head of cattle 
per square mile, 63 percent of which were milk cows, Any percentage of 
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milk cows to total cattle lower than 60 ordinarily will maintain cow popu- 

lation in a dairy area, but where this figure ranges to 65 percent or above, 

it is likely that the milk cow population must be maintained by some impor- 

tation of cows. Evidently this is required in Bristol County, Massachusetts, 
although the shortage is not so evident in the two Rhode Island counties in a 
the supply area. A negligible portion of the cows in these three counties 

was of beef or dual purpose breeding in 1929. (See Table 14.) : 


(c) Average size of herd, total production, production per cow, and 
milk production per square mile in the Fall River milk supply 
area in 1929. 


The average herd in Bristol County, Massachusetts, contained 8.1 milk 
Cows in 1929. Herds in Bristol County, Rhode Island, contained 10.2 cows; 
and, in Newport County, 9.6 milk cows. ‘The herds which supply the Fall River 
market with milk probably are considerably larger than these county. averages 
indicate because of the inclusion of small family-size herds among those 
listed in the county averages. . 


Table 15 shows the total milk production by counties for the States 
of Massachusetts and Rhode Island in 1929 and the density of production per 
Square mile. Bristol County, Massachusetts, shows the greatest density of 
production of any Massachusetts county, and Bristol and Newport Counties, 
Rhode Island, show the greatest density of production, excluding Connecti- 
cut from consideration, of any New England counties. 


This high density is the result of a high proportion of land in farms, 
a high proportion of farms keeping milk cows, large-sized herds and high pro- 
duction per cow. Table 15 also shows the production per cow for Massachu- 
setts and Rhode Island counties, 


(d) Trends in milk production in Massachusetts and Rhode Island 
since 1929. 


While it is not possible to show what changes have occurred in the 
total volume of milk produced within the Fall River supply area, the total 
production in Rhode Island and Massachusetts gives some indication of 
recent trends affecting supplies in that market. The number of milk cows ¥ 
in Rhode Island has shown a slight rise since 1929. Production per cow 
declined from 6,400 pounds of milk per cow in 1929 to 6,050 pounds in 1934, 
Together,. these shifts practically offset each other so that total produc- 
tion remained rather constant. In Massachusetts, however, there was a 
decided decline in total milk production, resulting largely from declining 
production per cow. Table 16 shows that production dropped from 746 
million pounds in 1929 to 707 million pounds in 1934, 


(e) Utilization of milk produced in the Fall River supply arca, 1929, 


Farmers in the Fall River milk supply area marketed a very high per- 
centage of their production as whole milk in Loeo 5: (See Table 17.) Farmers 
in Bristol County, Rhode Island, sold 92.2 percent of their total production 
as whole milk, .9 percent as cream, and kept 6,9 percent on the farm. 

Farmers in Newport County, Rhode Island, marketed 92.7 percent of their 
total production as whole milk, .3 percent as farm butter, 1 percent as cream 


ies 
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Table 14. Percent of farms with over 40 percent of their income 
from dairying, acres per dairy type farm, number of 
cattle per square mile, percent cows milked in 1929 
are of all cattle, and percent cows milked in 1929 of 
dual-purpose or beef breeding are of all cows milked, 
by counties for Massachusetts and Rhode Island. 


State 100" aj @o.65, 9: ° 64,9 


PPercent. as ‘Number of : Percent , Percent cows 
‘of farms ‘Acres ‘ cattle per: cows milked milked in 1929 
County ‘with over! per ‘ square ‘in 1929 +: of dual-purpose 
and ‘40 percent! dairy : mile ‘ are of all or beef breed- 
State ‘of income! type : cattle ‘ing are of all 
‘from dairy: farm : : ‘ cows milked 
Massachusetts: | 
Barnstable eae, |! sey eee AE eo 765 
Berkshire 42.4 ; LGt Gienieosl od © ose 4,0 
Bristol Boa 65% \ ue caettan 8 72.0 5.6 
Dukes me) ene e154 | aie hole t)  BY.E aa 
Essox e202 6 Blily: Gump oe) VAG 5.9 
Prenat A ie ees. 8 eo PECL, Syn 28n9S, 4. 543 4.9 
Hampden ese wap kel. MaeGus Om 2 Bed 4.5 
Hampshire ZOeD LSGr ewe gel PS ue ts 34 
Middlesex 2. eae (is ee ae ee 5.5 
_ Nantucket 60.6.0 (Nae peo) Geer one & 69.0%. 2.0 
Norfolk 2008 CR  Hpmieo.ce ok -- Wee aii 
Plymouth 22.6 Bon, cian eco + 66950 4.0 
Suf folk ee ae at) Aa eee. 8 5420 - 
Temcestcr eee we SU.e  weello need % 6062 4.7 
State EROue pew gl06) pan eauBOme «63,0 4.7 
Rhode Island: 
Bristol i. ae Bor aera, NN 6 PERI 9 
Kent ND mite eLOOl” sla oe) |) Chats oi! 2.9 
Newport oe eee Coe ue Wee som is! 6aese |S el 
Providence See OB i ylOS. Baytcarc ge 3: laa. 3 1.3 
Washington DUES in lO awa teh it) (DO gain rt 3.5 
35.6 1.8 


United States Census of Agriculture for 1930, Volume III, Part 1, County 
Table I and Volume II, Part 1, County Table IX. 
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Table 15. Average size of herd, total milk production per cow and 
production per square mile by counties in 1929 for 
Massachusetts and Rhode Island. 


: Number of |: eye ; 
‘milk cows } : ‘ Milk ‘ Milk 
County ‘per farm «  Milkees. ‘ produc- production 
and ‘ reporting ; + produc-— tion per: per square 
State ‘milk cows | tion cow ; mile 
‘in 1929 : ‘ i a “ 
Pounds |) Pounds) 2) poms 
Massachusetts: 
Barnstable A ierays CBA 72) ES TG) ve Lens a 
Berkshire Slane t 266.054, 346); 5,275 | ewe 70; dao nc 
Bristol et el : '93,696,837 6;208 |) “semelies sano 2 
Dukes Ne eB ae AC eas ee 0.0 - Re Ls Poet wats 
Essex B50 er  BTPSS 05S 9 BS, S34 : 124,211.4 
Franklin 57 & . BOSSI7 ORG (iA OBE. Mammo 87 2eanE 
Hampden 6.0". 63) .BBSB790 119! 4PRk5 145 A eaOe eho 0 
Hampshire 5.9 ‘ 59,080,486 ! 5,339  ! 100,906.8 
Middlesex i ose ‘ -100)786, 268 “iseebab? ~~ Sew 21.130, 
Nantucket eae ays t3, DPASOR, ee 6 oes em 22,972.5 
Norfolk — ib one | 88,846,105 + 6,810 4 * 95,680.11 
Plymouth saeh nica “BU, 9S4. 585". 815,260 > Bete be eee G 
Suf folk zane Ge, 0970 ys tbs See IP Osa.c 
Roreester ~ i Fig ‘17 26, 845) 9b eld ‘ 110,065.5 
State sa YP eG (734,619,525 | 5,623 { 91,362,0 
Rhode Island; 
Bristol piers Hite Sulsioraecicl ai Taare 297.349.3 
Kent : pS EP, 2S) Uae Soe 87), 193.9 
Newport 31, ee, aod) 6,042.9 276 ,967.8 
Providence 55,760,852 °°" 6.65.8 129 ,676.4 
Washington : 18,408,885 5,578.5 hi De, Of e 7 
State lee 0nen lar 6,235.8 LEO; OTT, 
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United States Censusof Agriculture for 1930, Volume II, Part 1, County 
Tape IX, 
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Table 16. Estimated number of co Ws milked, production per cow 
and total milk production in Massachusetts and 
Rhode Island, by years, 1929-1934. 


: Number of milk cows : Production per cow ' Total milk production 
Yea 

peur Nias gegen R ep aunitn a Sale errtau MReehg+ oth Ma gas Rewrke 

: Thousands : Thousands: Thousands: Thousands : Million ; Million 

; : ; ‘ pounds pounds 
1929 : 126 20 ores Bie 46,2000 ae 128 
ooo eS 21 Be e0 te. wor OOO) ee 749 133 
toon: eG: 21 OO. ites COC) fa ea 132 
Feat 26 np epist wshh bnimaentnannen Shy Oto ini Ory BOO seinen LO 132 
PISS 123 : rae ‘ 5,730 | 6, 300 705 132 


Jo ne a Se Geoiy a) Mameem he (7207 ‘pay keg 
United States Department of Agriculture, Bureau of Agricultural Economics, 
Division of Crop and Livestock Estimates. 


and 6 percent was kept on the farm. In Bristol County, Massachusetts, pro- 
ducers sold 90 percent of their total production as whole milk, .l percent as 
farm butter, .l percent as butterfat in cream, .7 percent as cream, and kept 
9.1 percent for use on the farm.’ These figures show that dairying is highly 
commercialized in the region near Fall River.’ Such cream as is available in 
the market area appears to be the result of the necessity of having a surplus 
to cover variations in milk aaee 


(f). Regions of surplus and deficit milk supply adjacent to or within 
the Fall River milk supply area. — 


In spite of the fact that Fall River lies in the heaviest producing 
region in the New England States, the supply of milk produced there is 
inadequate to meet the needs of local markets. Bristol County, Rhode Island, 
showed a net deficit of 3,939,000 pounds in 1931, while Newport County showed 
a surplus of 15,665,000 pounds. However, Bristol County, Massachusetts, in 
which Foll River lies, lacked 60,253,000 pounds of having sufficient milk for 
its om uses. (See Table 18.) Fall River draws a considerable portion of 
its supplies from the surplus areas in southern Rnode Island. 


(2) Feeding practices in the Fall River production area contributing 
to high costs. 


The small agricultural area which supplies fluid milk to the Fall 
River market is a high cost, deficit production area. Ina study of "The 
Milk Supply of Massachusetts, | wblished by the Massachusetts Agricultural 
Experiment Station, May 1927,£ ==' a section is devoted to "Milk Production 
and Shipped-in Feed". In this study, it is pointed out that "the milk flow 
would be diminished if the supply of outside grain were stopped. Thus part 


McFall, R.J., The Milk Supply of Massachusetts, Massachusetts Agricul- 
tural Experiment Station, Bulletin No. 236, May 1927. 
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Table 17. Disposition of milk produced on farms in Massachusetts 
and Rhode Island, by counties, 1929 (expressed as per- 


Massachusetts: 


Barnstable 
Berkshire 
Bristol 
Dukes 
Essex 
Franklin 
Hampden 
Hampshire 
Middlesex 
Nantucket 
Norfolk 
Plymouth 
Suffolk 
Worcester 
State 


Rhode Island: 


Bristol 
Kent 
Newport 
Providence 
Washington 
State 


centages of total milk produced). 


Percentage ‘Percentage Percentage 


' milk sold | milk sold : milk sold 
‘ as milk is! as farm ‘as butter- 
mOt@tOtal Vwuburberieusrat im.) kr 
; milk pro- : of total ‘cream is, of: 
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Compiled from the United States Consus of Agriculture for 1930, 
Part I, County Table IX. 


‘Percentage ‘Percentage 
milk sold : 
as cream is 


milk used 
on farms is 
OL 200 Gee 
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' production 
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Table 18. Estimated net in and out shipments of milk by counties 
in the area supplying the Fall River market, 1931. 


Milk shipped out of ' Milk shipped into the 


State and county county county 
1,000 pounds 1,000 pounds 

Massachusetts: | 56, 285 1,206,456 
Barnstable fica 
Berkshire © (eo 

Bristol ‘ ae 60 coe 
Dukes - : 644 
Essex ) a oon 15a, 381 
Franklin Poste 29,584 

Hampden | 109 , 762 
Hamp shire 19 , 200 

Middlesex 317,029 
Nantucket 3 iy 383 
Norfolk tt 84,609 
Plymouth ote Oe Ta 
Suf folk ‘ : 590,505 
Worcester 47,163 
Rhode Island: 21,463 181,410 
Bristol : 3,939 
Kent 6,036 
Newport 15,665 ; 

Providence U7VAS5 
Washington 5,798 


Compiled from "Report on the Survey of Milk Markcting in the Northeastern 
States," p,..57, Farm Credit Administration, etc. July 1933. 
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of the local milk production is merely the final stage in a series of 
operations in food production, the earlier stages of which are conducted 
elsewhere." During the year 1923, the following quantities of feed were 
used per hundredweight of milk produced on farms studied, in five New Eng- 
land States:£9 


_Feed Maine New Hampshire Vermont Massachusetts Connecticut t. 
(Pounds) (Pounds) (Pounds) (Pounds) (Pounds) 

Grain 34.0 Bitte 6 1945 39 xt) 54.9 bs 

Silage 91.4 67.3 68.2 108.8 156.5 

Hay 6261 76.0 100.6 62.5 64.6 


As a result of this variance in feeding practices and of varying 
availibility of local supplies of fecdstuffs, it is necessary for dairymen 
in, certain sections to purchase large quantities of "shipped-in" feed at 
prices which contain a large transportation factor. According to these 
figures, the producers in Massachusetts fed more than twice as mach grain 
per hundredweight of milk produced, as was fed by the producers in Vermont. 
Table 19 presents a comparison, in terms of "net thermal equivalent," 26/ 
of home grovmm and shipped-in feeds used by the dairymen whose feeding 
practices were studied in six New England States and in the New England 
section as a whole. In percentage terms, the producers in Massachusetts 
used 30.48 percent shipped-in feed and 69.52 percent home grown feed. The 
proportion of shipped-in feed used by the Massachusetts producers was 
exceeded only by thnt used by the Rhode Island producers, i.e., 34.06 per- 
cent. The producers in Vermont used only 14.45 percent shipped-in feed. 


The evidence, presented in the above-mentioned study, that produc- 

tion costs tend to be higher in Massachusetts than in Vermont is corrobo- 

rated by the results of a study of the costs of producing milk and cream 

made by the United StatesTariff Commission in 1925-26.27/ Table 5 of the 

appendix to the report of said study contains data relative to the quantities 

of feed fed per year to dairy cattle in 37 areas in Northeastern and North 

Central United States and in 6 areas in Canada. Two areas in Massachusetts 

were studied, one centering at Brockton and one at Holyoke. The former; 

because of proximity to Fall River: (30 miles) is regarded as especially 

Significant in this connection. Dairymen in this section fed 2,662 pounds 

of mill feeds and oil meal per cow per year and only 12 pounds of farm-growm . 

grain. In the Holyoke, Massachusetts, section, 2,052 pounds of mill feeds 

and oil meal were fed as compared to 64 pounds of farm~growm grain. The 

Maine-New Hampshire dairymen fed 1,474 pounds of purchased feeds and 68 

pounds of ferm-grown grain, while in northern Vermont, 1,207 pounds of 

purchased feeds were fed as compared with 153 pounds of farm-grown erain =o! 

Boy Sibi. 

26/ A common denominator used by nutritional chemists for comparing the 
nutritive value of different feeds. 

27/ U. S. Tariff Commission, Milk and Cream, Costs of Production, (Prelim- 
imary Statement) January 18, 1928. (Mimeographed, ) 

28/ See Studies in Vermont Dairy Forming VI, "The Position of Northem Ver- 
mont among Dairy Farming Regions," Vermont Agr. Exp. Sta, Bulletin 307, 
Nov. 1929, p.12. (Based on the U. §. Tariff Commission study cited in 
footnote 27, 
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Table 19. Feed units per hundredweight of milk produced, dis- 
tinguishing between homegrown and shipped-in feed 
for each State and all. New England. 


a ! | : Percentage 
State and Net Thermal Equivalent 


hai of. total 
erigin of : : ; : : : feed 
feed Grain : Silage Hay ; Pasturag¢ Total , cra 
| Therms : Therms : Therms : Therms : _Therms ; 

Maine : : es peso OO ic ae Nat Fe ere 
Home-grown : ee chee BOeo 26-8 66 ol 74.45 
Siipped-in» ut 225%. .z> 40,0 0.0 0.0 Baek B06 07, 

Total ies! : 14,5 ave0 Se 2 » 88,2 100.00 

New Hampshire : Pkt : 
Home~grown. : 4 ste 0)S'7 : 2809 3 2565 Seo Bue O = CAGis meee 
Shipped-in rick? 2 : Oo : ROG, 43 0.0 192 25-25 

Total Hoda Ae Smekee ls Mi Mets sd fyuedeo S267 LOO ,00 

Vermont : as } 
Home-grown : =e 1059 38 42 See? bd Gl tOaaanes 85,05. 
Shipped-in Ee OO» O50 ORES Sieh See” net ip Lae 

Total . LO 10.9 S862 ae Sie eS ® os) SRS 

Massachusetts: , Si Me : : 


Momesercimeane, UOLOM te L VIG 5-4 CB0Ba cou 27B, cew CZeBo\. see BOCRR 
Shipped-in: ,: -28.6 :; 0.0. : Lelvutne O50. se 29.2 otayeOetes 
Dek 


oral pos! aes ee Ou cele LA Oe aut) 2 he Cmme: ol’ cea tOGe en 
Connecticut : : : : : : 
Home-grown : 0.0 a eel gt c Bogie ©) Odes ee + 74,77 
Shipped-in $4 eo—et : 0.0 : i ne 0.0 ee Healt Pel Ogio 
Total . Se MaO ot She te t : BA Oe Vee ligal : 103.4 : LOO.00 
Rhode Island ow : ‘ :? : : 
MomeretOWiew se Oek, sieeek Oly oe VSG: BBO. § G4 eh st. B5e04 
Shipped-in eal <Q : 00 : 6 eyo 0.0 Se SRS : 34,06 
POUR Loses) = ot Boek oO feats : Binns . weaO PRES RY: t. LOOS00 
New England : : : : ; : 
Home-grown : aS) eae Be : Roeo of) evel le eo8 Se : 76.96 


DQ : 
Shipped-in * Bb : 0.0 ;: O,0 3 0.0 aang 3 25,04 
Total seecmeO mes ty Loe’ Siesta hese O.-g 8. tha all, See * ,LOOZOO 


Merall, R. J.«, The Milk Supply of Massachusetts, Massachusetts Agr. Exp. Sta. 
Bulletin No, -236, P, 153, May 1927, 
Data from Statistical Division, New England Milk Producers! Association. 
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That a large proportion of total farm income on dairy farms in 
Massachusetts and Rhode Island is expérided for feed is indicated by Census 
data for the year 1929. (See fablé 20,) In Bristol County, Massachusetts, 
out of total income of $4 /602)59 per farm ‘for farm products sold, exchanged 
or used, $1,669.44 was expended for feed. In Bristol County, Rhode Island, 
$5,493.29 represented the value per farm of farm products sold, exchanged 
or used, out of which sum $2,068.34 was expended for feed. Out of | 
$3,942.40 income per farm in Newport County, Rhode Island, $1,372.06 was 
expended for feed. It appears, then, that more than one-third of the value 
of all farm products sold, exchanged or used by farm families on dairy 
farms in: these Counties was expended for feed. 


(3) Producers marketing organizations. ; 


vO The number of producers selling to handlers in, the Fall River 
market has remained fairly constant throughout the period of operation 
under License No. 48. 29/ In the delivery period December 16-31, 1930 , 
458 producers were selling to dealers as compared with 339 during the like 
period in 1934. (See Table 21.), During the period April 1934--June 19355, 
the monthly ayerage number of producers delivering milk, who belonged to 
the Fall-River Milk Producerst Association,, @as 292. ,These producers 
delivered during this 15-month period an average of 2,130,058 pounds of 
milk per-month, or-235 pounds per producer per day, which quantity repre- 
sented about 85.2 percent of the, total milk. reported to the Market Adminis- 
trator. The average number of members of the New England Milk Producers! 
Association delivering milk monthly during the same period was 17. These 
producers delivered an average of 172,928 pounds of milk per month (6.9 
percent of the total), or an:average of 328 pounds per producer per day. 20/ 


Producers who were not members of any association numbered, on 
an average, only 34. The total pounds of milk delivered per month by this 
group averaged 197,227, and the average per producer per day was 187 pounds. 
Non-members delivered about 7.9 percent of the milk delivered by all pro- 
ducers. : : : 


The average daily deliveries of milk.per delivery period by all 
producers selling to handlers varied between 221.1 and 279.5 pounds per 
prajiucer during the period April 1, 1934--December 31, 1935. 31/ (See 
Table 21,) The highest volume, 279,35 pounds per producer per day, was re~ 
ported during the delivery period May 16-31, 1935, The per producer per 
day average during the delivery period December 16-31, 1935, was 235,4 
pounds as compared with 227.0 pounds during the corresponding period in 1954. 


(4) Handlers in.the Pall River Marketing Area, 


; During the period Apri} 1, 1934--December 31, 1935, the number of 
handlers reporting to the Market Administrator varied between 38 and 44, the 
former number being reported during the 9 delivery periods between August 16 
29/ Data from reports of Market Administrator, License No. 48. 

30/ Four of these producers are claimed by both the New England Milk Pro~ 
~~ . ducers! Association and the Fall River Milk Producers! Assod ation. 
31/ These averages include milk reported by producer-handlers,. 


Table 20. 


Massachusetts: : 


Barnstable 
Berkshire 
Bristol 
Dukes 
Essex 
Franklin 
Hampden 
Hamps hire 
Middlesex 
Nantucket 
Norfolk 
Plymouth 
Suffolk 
Worcester 
State 


Rhode Island; 


Bristol 
Kent 
Newport 
Providence 
Washington 
) State 


eee,” 


“Massachusetts and Rhode Island, 1929. 


Value of farm 


products, per farm,: Expenditures for 


Farm income and expenditure for feed and labor on all 
‘farms and'on farms of daity’stype, by counties, in ~~ 


: Expenditures for 


sold, exchanged or : feed per farm : labor per farm 

used by farm : 
: family . : Hie at 7 
eet alae : Dairy a a : Dairy eer At sm Dairy. 

farms : type farms :; type - farms type 
ope : farms Per ieatis. sre : farms 

";. Dollars : Dollars. : Dollars : Dollars : Dollars : Dollars 

: 2,545.94 : 4,687.52 ; 994,65; 1,371.83: 977.21: 1,420.67 
466-60? 0824.46 ; 807 87: 1,143.86: 856.04: 770 90a 
'; 3,159.89 : 4,602.59 : 1,158.83: 1,669.44: , 1,068.98: 1,117.62 
’; 1,887.80 ; Gees o7. . 700,07 : 988,96; 689,55; 726 29 
+ 3,249.50 + 61175,57,2°1, 125.00: 1,726.75: | 1,495.865)) lasoneum 
eek l OO So Cetra, Ott 018,58; 1,051.84: 484,08: 575 495 
: 2,666.97 : 3,280.76 653,54: 1,009,570: 1,004.67:, 659.12 
: 2,734,056 : 5,322,935 652,09: 1,025,035: 7O4eD0 $ 655 .40 
: 3,915 630 - 7 7025,00,; 1,209.15: 1,725.48: 1,872.58: oawecog 
: 4,583.00 ; L146, 00-2 1,590.90: 1,925.94: 1,236,062 Ti Loliee 
: 4,128.98 7 026. 62.2 1,99759e; 2,001.48: 1,679,300: liveere. 
: 4,050.54 : 4,617.84 : 1,306,92: 1,908.43: 1,558.28:, 1,318.38 
VEL, 275.45 - 7 11.,604,41: - ; .8,468.48: - 
+ 2,698.22 : 3,766.14 883,86: 1,245.80: 833,34: 857.85 
: 3,060.85 : 4,231.81 955,49: 1,420.01: 1,133.88: 985,39 
; 6,558.84 : 5,493.29, : 1,445.84: 2,068.54; 1,450.94: 1,564.24 
ies OO e 4 82599 : SLOeas: 1,550.08 790,13; 1,045.46 
: 3,347.34 : 3,942.40 : 1,093.20: 1,372.06; 1,540.04: 978.74 
ee rOlLL 4 3 Got. t LylOlel (ys ec ytOcells Ly0leoy 2 eee 
aco sag: 4,652.01 899,09: 1,422,08: 904.90: -1,155,65 
: 3,133.27 : 5,226.65 : 1,053.69; 1,733.43: .1,207.85:, 1,187.66 


United States Census of Agriculture for 1930, Volume III, Part I, County 
Davies Tit and Vili. . : 


Table 21. Fall River, Massachusetts.- Number of handlers, pro- 
ducers selling to such handlers, and average daily 


Year 
and 


Month _ 


~ 1934 


x 


April 1-15 
" 16-30 
May 1-15 
" 16-61 
June jl-15 
" 16-30 


3 bay a) Es ei 


w 16-31 
Auge. 1-15 
" 16=<31 
Sept. 1-15 
" 16-30 
Oct... 1-15 
‘t 16631 
Nove. 1-15 
" 16-30 
Ooc.. 1-15 
8 16831. 


1935 


oe 


. Belen 


Jan.. 1-15 
nm 16-31 
1-15 
" 16-28 
March 1-15 
Wr L6<51 
April 1-15 
w 16-30 
May 1-15 
" 16-31 
June. 1-15 
7 16-30 
July 1-15 
7 Lomo 1, 
Aug, l-15 
" 16-31 
Sept. 1-15 
" 16-30 
Oct. J-15 
Ww 1L6<31 
Nove 1-15 
" 16-30 
Dec. 1-15 
" 16831 


Average 


Nene 


3 


. 
e 


celiees | 
April 1-15, 


1 
Pm > 


of milk per dairy selling to handlers, 


19% to December 1-16, 1935. 


Number of ) PP OU Brae es 
handlers Say SCLEL ie TOnt is 
« handlers : 
Number >. wumber 

43 : SOO : 
43 : Boo : 
44, : Bod : 
44. : Sone 
43 ge : 
43 : hays 5 
45 : SOL ‘ae 
42 : SOL : 
42 : DOL : 
42 : aps : 
42, 349 
40 : 349 : 
41 : 545 ; 
41 : 0435 : 
41 : 559 - : 
AL : 554 3 
meee ak ‘ 3d4 : 

41 359 
40 : 337 3 
AG eae DoD : 
40 : Ba0 : 
40 : DOO ¢ 
. 39 306 : 
» OF : won : 
39 boa : 
59 : Ms Ho Ys) : 
39 359 : 
. 40 596 ¢ 
39 : Ow : 
58 : Hoy) : 
rirets: DOD : 
o9 : OOO : 
. 39 : 304 : 
38 : OO4 : 
38 : 354 . 
38 : BOO : 
58 : Dor : 
38 ‘ DOT : 
58 : 338 : 
38 = 358 : 
38 t 338 : 
38 : 558 : 
Oe ts Dodie : 


Average daily deliveries 


of milk per dairy selling 
to handlers 
Pounds 


2elel 
220 0d 
L405 9 
20507 
200 67 
24560 
242.1 
248 4 
247 3 
248 64% 
244.0 
257 25 
250 26 
22629 
225 .0 
22667 
BLL 09 
227 oO 


233.1 
23468 
Poe 
S35D<0 
Bode: 
44,1. 
249.7 
253.7 
259.1 
2795 
274.8 
266.6 
REO LS 
249.8 
255.8 
24926 _ 
245,9 
24851 
243.6 
236,1 
229.6 
228.8 
Bous9 
2354 


246.0 


Compiled from reports of the Market Administrator, License No, 48 
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and qeceunee oie 1935, 82/ Producer-handlers reporting to the Market. Ad- 
ministrator,. License No. 48, numbebed from 1 to 8, the latter number during 
the 9 delivery periods between August 16 and Hecaner ol, 1935. 


One ‘A number of the handlers deal in very small volumes, As of June 1935, 
there were 5 handlers purchasing from only 1 producer each, 5 purchasing 
from 2 producers cach, and 4 purchasing from 3 producers each, Only 5 hand— 
lers were purchasing Bromtnore than 10 producers each, the largest sea ring 
his supply from 63 producers. 33/ 


The handlers ere organized in the Fall River Milk pealers' Association, 
(5) Transportation of milk, Fall River Marketing Area. 
Practically all hauling of milk from producers! farms to handlers 


plants is done by truckers hired by the handlers. Fran April 1, 1954 to 
September 1, 1934, the following schedule of hauling charges was in effect: 34, 


Zone 1-1 to 3 miles os 15 cents per So eee 
 «ae= Over Oo, eto S milés now ft " on 
+A] ) =- ”? ‘8, {P10} 12 ai] 35 t " Y 
Uo MiaUS, ate 2imi les | 45, radian " 


An extra charge of 5 cents per hundredweight was made for "bad roads", 


On September 1, 1954, hauling rates were reduced to the following 
schedule: 35/ 


Zone 1 - 12 cents per hundredweight 
w 95 wa - 20 " v tf. 
te 6% = 0) W " " 
T 12 fe: 40 7 " a: 


The allowance of an additional 5 cents per hundredweight for "bad roads" was 
retaincd. 


(6) Sanitation regulations. 36/ 


The system of legal requirements and inspection as to cquipment and 
methods under which the Fall River milk supply is produced and distributed 
results ina high quality of milk, The Fall River Health Department and the 
Milk Regulation Board of the Commonwealth of Massachusetts co-operate in 
insuring a high quality milk supply through a thorough system of inspection 


ee a ge ee ee 
32/ Reports of Market Administrator, License No. 48. 


33/ Ibid. 
34/ Report of Market Administrator, License No. 48, 
So/ Ibid. 


36/ Information secured from report of Market Administrator, License No. 48. 
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of farms and plants, the City Health Department inspecting farms located in 
Massachusetts, and the State authorities inspecting those located in Rhode 
Island. A score-card system of checking farn equipment and methods is used, 
farms subject to State inspection being s¢ored annually, and those under 
city inspection being subject to inspection 4 times per year, 37/ 


In addition to such inspection as to equipment and methods, all cattle 
on farms supplying milk to the Fall River market must be examined regularly 
for evidence, of tuberculosis. by the veterinarian of the Fall River Board of 
Health. This inspection applies to cattle on farms wherever located, whether 
within or without the Cormonwealth of Massachusetts, and is in addition to 
any Federal or State inspection to which such cattle may be subjecte 


On the basis of the above inspections, the producer is issued amnually 
a "Milk Producer's Permit" without which no producer may sell milk for con- 
sumption as milk in Fall River. So-called "outside" cream, however, is sub-— 
ject to no such system of inspection, | 


Sone specific standards .adhered to are indicative of the results of 
the quality program which has been pursued in Fall River for a number of 
years. Massachusetts State law requires that milk contain not over 400,000 
bacteria per c.c, before pasteurization nor over 40,000 per c,.c. after ms- 
teurization. The Fall: River Board of Health requirement is not more than 
25,000 bacterin per c.c. after pasteurization, and the same standard prevails 
under Rhode Islend State: law, Benlers selling in Fall River are subject toa 
pasteurization ordinance which requires that all milk be pasteurized and that 
plants be located in the city. While ccrtain existing plants are outside the 
city limits, it is understood that any newly constructed plant will have to 
be located in the city. 


As part of the procedure in securing a low bacteria count in the nilk 
supply, cooling to 50 degrees F. is required immediately after nilking, 
consequently, 635 percent of the producers are now equipped with mechanical 
refrigeration, 38/ 


(7) Production conditions of irmediate importance in relation to 
prices provided by the Proposed Agreement and Order, 


Table 21 indicates that, during the period April 1, 1934 - October 31, 
1935, there was some tendency for the number of producers supplying the market 
to decrease, while there was some increase in deliveries per producer per day. 
production per producer per day, during the delivery period April 1-15, 1934, 
was estimated to. be 223.7 pounds, whereas in the period April 1-15, 19%, it 
was estirated at 208.1 pounds, an increase of 15,4 percent. However, the 
actual increase in total yolume.of sales was less than 10 percent. Moreover, 
the daily average of estimated total sales during the second delivery period 
in October 1935 was only 4.4 percent above the daily average for the corre- 
sponding delivery period in 19%, and the quantity of milk reported in Class 
It, during this delivery period in 1985, was less than in 1934. While Class 
37/ In practice, the freqyency of inspection may vary considerably from the 

4-timnes=per-ycar standard. 


38/ Information supplied by Market Administrator, License No. 48. 
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II milk during the sumer nonths of: 1935 was practically sufficient to supply 
the fluid cream dermnds of consumers, considerable quantities of "cutside” 
crearl were brought into the mrket largely for the purpose of manufacturing 
ice crean, 39/ 


P i The @ecline of milk déliveries in November 1935 to a level only 
slightly above that in Novenber 1934 may be taken to indicate that producers 
in the Fall River production area have found no undue encouragenent to expand 

_ production under the prices which have been effective since September 1, 1934, 
pursuant to License No. 48, in spite of the fact that feedstuff prices during 
the fall of 1935 were somewhat lower than they were a year earlier, (See 
table’ 22.) ae ; . 


dee Conclusions relative to mininum prices to producers, 
_ (1) The Class J. price, . 


A Class I price of. $3,40 per hundredweight. has becn effective 
in the Fall River market since. September 1, 1934, pursuant. to the provisions 
of License No. 48. During that period, the number of producers supplying 
the narket kas. remained about constant, and the total volume of production has 
increased moderately (comparing data for Septenber=-Decerber 1935 with those 
for Septenber--December 1934).. Consumption of. fluid milk, as indicated from 
Market Administrator's estinates based. on yolume of Class I Ssales,.appears to 
have been higher in December 1935 than in Decenber 1934, The outlook for 
Class I sales avpears better, in view of enploynent and economic conditions 
generally, than it has at any time since License No. 48 becane effective, 
April 1, 1934, ae ; - 


The proposed Class I price of $3.35 per hundredweight appears 
to be justified in viar of the supply conditions which prevail in the Fall 
River production arca, Increased demand in the market should permit the nain- 
tenance of returns to producers on a level comparable to that maintained under 
Lic ensé No, 48, 


(2) The Class II price, 


The proposed Class II price formula is based directly on price 
of butterfat in cream of bottling quality in the Boston market, The volume of 
Class II milk in relation to total volume (shown in Table 11) indicatos that 
producers in the Fall River area have been producing only a noderate quantity 
of excess over fluid milk requirements. This supply ordinarily does not fule 
fill all the requirenents of dealers in the market for cream for distribu- 
tion as fluid cream. The proposed price, which represents a small increase 
over prices paid under the toms of Liconse No, 48, therefore, appears 
reasonable, 40/ 


a 


TT ne ace te reenter . A 

39/ Report of Market Adriinistrator, License No, 48. 

40/ The proposed Class II price formula would rosult in an increase of 11-1/2 
cents over the Class II price paid under the terms of License No, 48, 
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Tablo 22, Boston, Massachusetts - Average feedstuff prices 
per ton, bageed; in’ garlots, March 1934. 
October 1935, 


ili i a Nee tO eres 
-Stand= :Stand- : ; ; : ; : 
ard rapeleaal - Lin- :Cotton-: Cotton- : 4 zAverage 
Year :spring :spring : seed : seed: seed : Glu- : Glu- : White : eight 
and - wheat : wheat : ueel : meal : meal : ten : ten : hominy: fecd- 
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PART VI 


Other Provisions of the Proposed Marketing 
Agreement and Proposed Order for the Fall 
River Marketing Area. 


A. Terms defined by the proposed marketing agreement and proposed 
Order. 


"Person" means any individual, partnership, corporation, assocla~ 
tion, or any other business unit. In the milk industry, practically all types 
of business organization are to be found. Hence, in order that all handlers 
subject to regulation in a milk market be regulated, it is necessary that all 
possible types of business organization be specified and the proposed market- 
ing agreement and proposed order be made applicable thereto. If this were not 
done some persons would be exempt from the provisions of the proposed marketing 
agreement and proposed order, even though the character of their business were 
such that they were subject to regulation. This would operate to cause the 
regulatory aspects of the proposed marketing agreement and proposed order to 
be discriminatory between different firms, and it is to obviate .this inequit- 
able result that "person" is so defined as to cover all types of business or- 


ganization. 


"Producer" means any person, irrespective of whether such person 
is also a handler, who produces milk in conformity with the health requirements 
applicable for milk to be sold for consumption as milk in the Fall River Market- 
ing Area. Milk which does not meet these requirements cannot legally be sold 
as milk in the Fall River Marketing Area, hence the handlers of such milk should 
not be subject to any proposed marketing agreement or proposed order relating 
to such milk. But all milk which meets the health requirements is in actual or 
potential competition with all other such milk, and handlers of such milk must 
be subject to any proposed marketing agreement and proposed order for such to 
be effective in regulating the handling of such milk. 


"Handler" means any person, irrespective of whether such person is 
a producer or an association of producers, wherever located or operating, who 
engages in such handling of milk, which is sold as milk or cream in the market— 
ing area, as is in the current of interstate or foreign commerce, or which 
directly burdens, obstructs, or affects interstate or foreign commerce in milk 
and its products. 


One of the major objectives of this proposed marketing agreement and 
proposed order is to place all handlers on a comparable basis with respect to 
the purchase price they are required to pay for milk sold in the several use 
classes. In order to do this, all competitive factors in the market must be 
controlled and directed so that the market operates efficiently and losses en- 
gendered by unrestrained, unfair competition are eliminated. In order that this 
majob putpose may be accomplished, all persons involved in the handling of milk 
and its products in interstate commerce, or so as to burden, obstruct, or affect 
interstate commerce, must be subject to the proposed marketing agreement and 
proposed order. All types of business setups and organizations are found. 
Hence, the definition of a handler must be broad enough to include all those 
persons who are in competition with each other so that no provision of the 
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proposed marketing agreement and proposed order be discriminating in effect with 
respect to different firms or persons. 


B. Market administrator and provisions relating thereto. 


Selection, removal, and bond. In order that the Secretary can be 
assured that the administration of the proposed marketing agreement and proposed 
order is being carried out without any bias in favor of or against any group in 
the Fall River Marketing Area, it is necessary that he appoint the market ad- 
ministrator. This procedure was followed in all Federal milk licenses, due to 
the fact that is has proven more feasible than other types of administrative 
organization. The person selected needs to be one of wide experience and one 
with complete understanding of the proposed marketing agreement and proposed. 
order. In order further to insure unbiased administration of the proposed mar- 
keting agreement and proposed order, it is necessary that the market adminis- 
trator, selected by the Secretary, be subject to removal by the Secretary and 
only by the Secretary. For further assurance to all. concerned of the faithful 
and honest performance by the market administrator of his duties, the market ad- 
ministrator is required to execute and cGeliver to the Secretary a bond in such 
amount as the Secretary may determine, with surety thereon satisfactory to the 
Secretary. 


Compensation. ‘ine Secretary, who selects the market administrator, 
should also be the one to determine a reasonable compensation for the market 
administrator he selects. The market administrator being necessary for the 
proper administration of the proposed marketing agreement and proposed order, 
his salary is considered an expense of administration. 


Duties. In order that there shall be proper administration of the 
proposed marketing agreement and proposed order, the market administrator must: 


1. Keep such books and records as.will. clearly refidect the 
financial transactions provided for in the proposed marketing agree- 
ment and proposed order. In order for the Secretary to be assured, 
and to assure producers and handlers, of proper administration of 
the proposed marketing agreement and proposed order, the books and 
records of the market administrator must be subject to his examina- 
tion at any and all times. Only by being so assured can the Secre- 
tary know definitely that the proposed marketing agreement and pro- 
posed order are effectuating the policy of Congress as stated in the 
Agricultural Adjustment Act. 


oe in. onder, for the Secretary to be informed, furnish such in- 
formation and verified reports as the Secretary may request. 


3. ° In order to assure that his duties, for which the Secretary 


is responsible, are being properly carried out by his employees 
Sprain bond for each ei oybe ats handles Bt Ge en rusted to the 


market administrator under the provisions of the proposed marketing 
agreement and proposed order. Most of the money handled in the © 
administrator's office belongs to handlers or producers, and the 
bond would cover possible losses to them. This insurance being 
necessary to the proper administration of. the proposed marketing 
agreement and proposed order, the expense of such bond should be a 
part of the expense of administration. 
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4. Publicly disclose, except as otherwise directed by the 
Secretary, the name of any gersdn Who has not: 


(a) Furnished security pursuant to article XI of the pro- 
posed marketing agreement and proposed order. A producer, Tihs 
payments are to be insured by the provisions of article XI of the 
proposed marketing agreement and proposed order, is entitled to know, 
and must know, if the handler of his milk has not met the terms of 
said article. If this information is not disclosed to the producer, 
he might assume that the handler of his milk has filed security and 
that his payments are being insured and it is the market administra- 
tor's duty to clarify the situation. In this way only can the market 
administrator fulfill the responsibility he has of assuring produ- 
cers that the payments for their milk are insured. It is equitable, 
also, to disclose to handlers the names of those handlers who are not 
supplying their producers the same protection as those handlers who 
have filed security. 


(bv) Made reports pursuant to article V of the proposed 
marketing agreement and proposed order. These reports are the only 
way in which the market administrator can determine, in a reasonable 
length of time, sales made by each handler in each class, etc. These 
reports are necessary in order that prices to producers be computed 
by the market administrator and the purpose of the proposed market- 
ing agreement and proposed order be effectuated. If the handler pays 
his producers without filing these reports, other handlers and also 
the producers should be informed that that handler had not filed re- 
ports and that the market administrator could not determine if the 
handler had paid the correct price for his milk. If the producers are 
not so informed, they might assume that they had been paid the correct 
price. The market administrator must make it known that he had not 
verified the price paid, and, therefore, was not responsible for its 
correctness. 


(c) Made payments pursuant to article VIII of the pro- 
posed marketing agreement and proposed order. The market administra- 
tor obtains information to compute the price that shall be paid by 
each handler and also obtains information as to what price was paid. 
With no notice to the contrary, a producer might assume that the 
price he received was the one to which he was entitled, when, in fact, 
it might be different from what the market administrator had computed 
as being correct. Because the producer might make such an incorrect 
assumption, the market administrator must notify such producer that 
the prices paid by the handler were not those computed by the market 
administrator. All handlers will be in the same competitive position 
only if they pay the price as computed by the administrator. The 
other handlers in the market, in order to be on equal competitive 
terms, must know the names of those competitors who have not paid the 
same price for milk (subject only to adjustments) as they have. 


C. Inter—handler sales. (Section 2 of article III of the proposed mar- 
keting agreement and proposed order.) 


Article III, section 2, 41/provides that milk sold by a handler_to 


4 / For discussion of the classification provided in the proposed marketing 
agreement and proposed order, see part V. 
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another handler submits satisfactory proof to the market administrator that 
such milk was sold, used, or distributed by the purchasing handler other than 
as Class I, in which case such milk shall be Classified as Class II. It is 
one of the fundamental objectives of the proposed marketing agreement and pro- 
posed order that all handlers shall pay uniform prices for their milk accord- 
ing to the use to which it is put. 


The routes of milk from producer to consumer are so intricate and 
varied that, as a practical necessity, the sale of milk must be classified at 
some focal point in the routes. In this way only can the market administrator " 
be sure that some handlers are not purchasing milk at Class II prices and using 
it as Class I milk. Provision is also made that milk sold by a handler to 
another handler for uses other than Class I be accounted for at the Class II 
price, and thus no handler pays the Class I price for milk which is used for 
Class II purposes. 


D. Sales outside the Fall River Marketing Area. (Section 3 of article 
IV of the proposed marketing agreement end proposed order.) 


Section 3 of article IV provides that for Class I milk sold outside 
the marketing area the price charged shall be such price as the market adminis-— 
trator has determined is being paid by handlers in the market for milk of 
equivalent use. There is an adjustment allowed for transportation from the 
plant where such milk is received from producers to the plant where the milk 
1s loaded on wholesale and retail routes. 


Some handlers who purchase milk from producers, as defined in the 
proposed marketing agreement and proposed order, sell milk not only in the 
marketing area but also in markets outside the marketing area. The proposed 
marketing agreement and provosed order is designed to regulate and set prices 
to be paid for all milk purchased from producers by handlers who handle milk 
in the marketing area. But, because most of the handlers in the markets out-— 
side the marketing area are not subject to the proposed marketing agreement and 
proposed order, the Class I price specified in it might put those handlers at 
a disadvantage (cr an advantage) with their competitors cperating in those mar- 
kets with resyect to the prices paid for Class I milk. Thus, it would be in- 
equitable to apply the Class I price as stated in the proposed marketing agree- 
ment and proposed order to such sales of milk if that procedure would create 
such a situation. Nor can the price be left open to the discretion of the 
handler, for that price applied tc some milk purchased from producers who are L 
supplying the Fall River Marketing Area and so affects the prices paid to them. 
The only logical procedure is for the market administrator to ascertain what 
prices other handlers operating in those outside markets are paying for their ro 
Class I milk and to charge handlers subject to the proposed marketing agreement 
and proposed order the same price. 


HE. Equalization of fluid milk sales among producers. 


The use plan of payment for milk puts all handlers in the market on 
an equitable competitive basis, and equalization of fluid milk sales is intended 
to do the same thing for all producers. Equalization of fluid milk sales is 
simply sn extension of a plan that has been employed by each handler and each 
cooperative creamery. If a creamery sold 75 percent of its milk as whole milk 
and the remainder as cream, it did not pay 75 percent of its producers the fluid 
milk price for all their milk and the remaining 25 percent the cream price for 


all their milk. Such a method obviously would have been inequitable. Instead, 
each producer was paid the whole milk prite for 75 percent of his production 
and the cream price for the remaining 25 percent. Under the proposed marketing 
agreement and proposed order the fluid milk sales of the whole market are dis- 
tributed among all producers in the milk shed in exactly the same way as though 
they were all members of a cooperative association which equalized its fluid 
milk sales among its members. 


The lack of any plan for an equitable distribution of fluid milk sales 
among all producers has been one of the principal causes of unsatisfactory con- 
ditions in the Fall River Marketing Area during past years, for it has led to 
destructive competition among producers. Under normal conditions in the Eastern 
markets, whole milk prices average approximately twice as high as the prices paid 
for milk reported for use as cream. However, the milk used as cream is of the 
same quality as the milk used for fluid milk and can at any time be sold as whole 
milk in competition with it. A handler's ability to pay his producers a favor- 
able composite price, as compared with the price of competitors, has depended 
largely upon his not having so great a volume of surplus sales (in this case, 
cream) as his competitors. If, by cutting prices, a producer succeeded in sell- 
ing e large percentage of his milk as fluid milk, the composite price received 
would be higher than that of another producer who received the full market price 
but carried a larger percentage of ‘the surplus. Thus, it was that a handler could 
cut the price of fluid milk in the city and still pay a composite price in the 
country, as high or even higher than that of the competitors who did not cut 
prices. 


The actual operation of the equalization plan is simply a means of 
distributing to all producers similarly circumstanced the value of the fluid 
milk sales in the market by all handlers. With a 40 percent surplus in a mar- 
ket, each producer should get surplus prices on 40 percent of his deliveries. 
The Class I and Class II sales are not distributed equally among handlers. One 
handler may have no Class I sales, yet his producers are entitled to Class I 
price for 60 percent of their deliveries. But another handler may sell 100 per- 
cent of his producer's milk as Class I and his producers, if they are to carry 
the same amount of surplus as other producers, should get Class I price for only 
60 percent of their deliveries. The first handler, who has no Class I sales, 
is enabled to pay his producers the Class I price for 60 percent of their de- 
liveries by receiving from the equalization pool enough money to pay producers 
the difference between the Class II and Class I prices for 60 percent of the 
milk received. The second handler, who sells as Class I 100 percent of the milk 
received from producers, pays into the equalization pool the difference between. 
the Class I and Class II prices on 40 percent of the milk received. If a handler 
happened to sell exactly 60 percent of the milk as fluid milk; he ,would pay pro- 
ducers directly for 60 percent of the milk at Class I prices, and for 40 percent 
at Class II, rather than paying them partly through the equalization pool. 


The whole plan works exactly as if all handlers paid into the pool 
the volume of their Class I milk times the Class I price plus the volume of their 
Class II milk times the Class II price, whereupon the total sum would be distri- 
buted equitably among producers according to their deliveries. The market ad- 
ministrator's office acts merely as a clearing house for transactions. Thus, 
there remains room for any gains through superior quality or differences in effi- 
ciency of any individual handler, because any gain from operations after the milk 
had passed the receiving room door is retained by the handler and not shared by 
the rest of the market. 
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F. Computation, accounts and payments s 


Article V of the proposed marketing agreement and proposed order 
sets forth three types of reports which handlers are required to submit and 
provides for the verification of these reports. The necessity for all these 
reports and for their verification becomes apparent with the realization of 
the nature of a milk market and practical operating problems which arise in 
making effective the class prices in the payments to all producers of uniform 
prices which reflect the utilization of milk by all handlers. 


Section I requires handlers to submit reports on or before the fifth 
day after the end of each delivery period, showing, in such detail and form as 
the market administrator discovers to best fit the particular conditions, the 
information as to all milk or cream received by handlers and the utilization of 
such milk. With this information béfore him, the market administrator is able 
to determine for each handler the classification of the milk, the total pay- 
ment to be made to producers therefor , and, after combining the total payments 
of all handlers, the uniform price which will distribute such total amount of 
money to all producers who delivered the milk to all handlers. 


Section 2 provides for other reports with respect to producers de- 
livering milk to a handler. These reports enable the market administrator to 
secure needed information with respect to producers after a handler has newly 
become a party to the agreement or subject to the order, ot to request infor- 
mation not already in his hands, which is needed for full knowledge in order 
to effectuate and to determine the effects of. the order in relation to the 
policy of the Act. The second report provided for under section 2 requires 
that each handler report to the market administrator upon first receiving milk 
from any producer who has not previously shipped milk to that handler, in or- 
der that the market administrator may keep his records up to date with respect 
to the producers delivering to each handler and to the coming, into the market 
of producers who did not market milk regularly for thirty days prior to the 
effective date of the marketing agreement and order. 


section 3 provides for the regular reporting by handlers of their 
payments to producers for each delivery period in the form of a copy of the 
handler's producer payroll. Such a report expedites the routine checking of 
compliance with the marketing agreement and order and provides in an economi- 
cal way the information necessary for the market administrator to maintain 
adequate producer records. 


Section 4 provides that each handler shall permit the market adminia— 
trator to verify the information contained in all reports. The importance of 
routine verification of all reports is readily understandable in view of the 
intricate and detailed transactions which are inherent in the milk business. 
Where errors both willful and accidental may so readily creep in and affect 
the returns to producers, successful operation of a marketing agreement and 
order will depend to a large degree upon the extent to which the market ad- 
ministrator assures himself of the correctness of the figures supplied by him 
in the reports and of the correctness of the sampling, weighing, and testing 
for butterfat of the milk which is delivered by producers. Such routine veri- 
fication is’ thus extremely necessary for the effectuation of the provisions of 
the proposed marketing agreement and proposed order. 
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The provisions of article VI of the proposed marketing agreement and 
proposed order relate to handlers who are also producers. Section 1 prescribes 
the method by which the market administrator is to include: in the pool compu- 
tations the milk purchased by such handlers from other producers. The method 
prescribed is designed to establish a sound basis of determining the proportion 
of such producer-handler's total purchases from producers, which is to be paid 
for at the Class I price and the proportion which is to be paid for at the 
Class II price. This is done by excluding, first, the milk purchased in each 
class from other handlers, second a quantity of the remaining Class I sales of 
said producer-handler up to but not exceeding 95 percent of the milk produced 
and sold by him, and third, from his remaining Class II milk the Balance of the 
milk produced and sold by him. The Class I and Class iiemilk which stad) pe= 
mains will be included in the computations and will determine the amount which 
said producer-handler is required to pay for the milk which he purchases from 
producers. 


Article VII of the proposed marketing agreement and proposed order 
is purely administrative in nature but necessary in order to set forth definite- 
sly the procedure by which the market administrator is to translate the class 
prices into uniform prices to all producers, with the adjustment to apportion 
equitably among producers the total value of milk for each delivery period 
according to production during a representative period of time. 


Section 1 of this article provides for the computation of the total 
value by classes of all the milk purchased by any hendler to determine his to- 
tal obligation to producers for milk purchased. 


Section 2 provides for the computing of the payments per hundred- 
weight, wniform, with stated adjustments, to all producers delivering to hand- 
lers, which will distribute the total value of milk received from producers by 
all handlers. The market administrator is required to notify all handlers and 
publish the uniform prices in effect for any delivery period on or before the 
10th day after the end of such delivery period. The market administrator is 
thus allowed five days from the time of receiving reports of handlers for the 
necessary computations. The announcement of the price on this date allows a 
period of five days after receiving notice of the price before payment is re- 
quired to be made to producers asa reasonable time for the clerical work 
necessary on the part of handlers in preparing checks and statements for dis- 
tribution to producers. The series of computations is as follows: 


1. Combine into one total the obligations computed for all handlers 
who are not in arrears as to any payments for the previous delivery 
period. Thus, is made up the total market pool or the total amount of 
money to be distributed by meons of the uniform prices, If a handler 
should fail to pay to the market administrator that part of his total 
obligation which is to be paid to producers by way of the market adminis— 
trator, the paying out of the pool will be reduced by that amount. If 
a handler has so failed in one delivery period, it is reasonable to ex- 
pect that he may repeat his failure in the next. Experience in operat~ 
ing merket pools under licenses has shown that handlers will tend to 
make their reports and then fail to make the payments, making necessary 
a further guide to the make-up of the pool than that of having a report 
in hand. Such a procedure, prescribed for the market administrator, in 
no wey relieves the handler in his violation of the order, penalties 
for which are provided in the Agricultural Adjustment Act, as amended. 
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2. The payment to certain producers for their milk at the Class II 
price being prescribed, it is necessary to subtract from the total pool 
the amount of money which is prescribed to be paid out in these cases» 


3, There is now left in the pool the net amount of money to be 
divided over all the milk which was delivered by producers not in ex~ 
cess of the bases. This sum is divided by the remaining delivered © 
base milk, the result being the blended price per hundredweight for 
base milk. . 


/.4@, There is a contingency, however, Hiatenotal. Of tne handlers 
will make the portion of the payment to producers through the market 
administrator which is prescribed in article Ville, 10, cover such* ar 
contingency the market administrator is authorized to deduct from the 
rate per hundredweight an amount between 4 and 5 cents. This deduction 
from the blended price is not ultimately a deduction at all, ‘cube ee 
deferring of the full payment until the money is sure to be in hand. 


5. Paregraph 5 of the computations is a companion to paragraph 4 
and to section 3 in providing for the distribution of all money in hand 
' for producers up to the next preceding delivery period but one. By this 
means all of the collections for which the 4--5 cents was set aside are 
distributed each delivery period (one delivery period intervening) as 
the collections are made. It is more important to consider these three 
provisions in the light of the practical operation of the plan contained 
than to consider them in the light only of possible willful violations 
of the proposed marketing agreement ond proposed order. Inevitably 
some reports will be late, some payments will fail to reach the market 
administrator on time, and errors will be made in both reports and 
payments. These three provisions give the market administrator a 
method by which to meet the practical problems which will arise in 
connection with the pool and still preserve practical equity in the 
distribution of money as among producers. The blended price announced 
by the market administrator, therefore, represents the pooled utiliza- 
tion of milk for the delivery period less 4--9 cents, plus whatever 
hitherto uncollected money has come into tne market administrator's 
hands for previous delivery periods. 


Article VIII of the proposed marketing agreement and proposed order pro- 
vides that the minimum class prices shall be paid by handlers for each delivery 
period not later than the 15th day following the delivery period in the form 
of uniform prices to all producers, subject.to specified adjustments which are. 
authorized by the Agricultural Adjustment Act. The edjustment which most radi- 
cally affects the returns of any producer is that adjustment depending upon de- 
liveries of milk of a producer during a representative period of time which 
gives rise to the base~rating plan. 


Paragraph 1, of section 1, therefore, provides that each producer shall 
be paid, for milk delivered not in excess of his base, the blended price sub- 
ject to differentials on account of butterfat content. Paragraph 2 prescribes 
that each producer shall be paid the Cless II price for that quantity of milk 
delivered by him in excess of his base. These paragraphs, therefore, provide 
fdr one of the adjustments applicable to a uniform.price under the terms of the 
Act, namely: adjustment as among producers on the besis of their production 
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of milk during a representative period of time. A literally uniform price would 
be a straight blend of the entire classification value of the milk delivered by 
all producers to handlers. By means of the computations already discussed and 
the payment of the Class II price for excess milk, producers thus receive an 
amount over such a uniform price for that milk represented by their bases and 

an amount less than such a uniform price for the milk delivered in excess of 
base. . 


Paragraph 3 provides for the payment to producers who did not regularly 
sell milk within the marketing area or to a handler for a period of thirty days 
prior to the effective date of the proposed marketing agreement and proposed 
order at the Class II price for all the milk delivered during the period from 
the first delivery of milk until the end of two full calendar months thereafter. 
Such a provision authorized by the Act is based upon the characteristics of a 
milk market and of the necessary preparation which the dairyman must undertake 
to fit him for supplying the milk market with regular quantities of acceptable 
milk. The provision serves as 2 measure of protection to -the dairyman who 
might be induced to make such preparation by a handler, lnter to be cast adrift 
by the handler when his purpose has been served, and further as a period of j 
reasonable apprenticeship during which the dairyman may demonstrate his ability 
to meet the obligations inherent in supplying a milk market and thus be in po- 
sition to secure real benefit from the regulation of handlers. 


Paragraph 4 provides for the completion of the payment by each handler 
of the full classification value, but no more, of the milk received, as the 
handler made use of it, by paying to or receiving from the market administrator 
the difference between his payments direct to producers and the classification 
valué of his milk. Thus, when all of the payments set forth in article VIII 
have been made, each handler has paid the minimum class prices uniformly with 
all other handlers, and producers have received uniform prices for milk de- 
livered subject to the specified adjustments which translate a mathematically 
uniform price into practically uniform returns in accordance with the situation 
of the producer. 


Section 3 provides for use, in paying producers, of a butterfat differ- 
ential per hundredweight of milk for compensation as between producers who de- 
liver milk of identical characteristics except for a difference in butterfat 
content. This differential is equel to the value of butterfat in cream of 
bottling quality in the Boston market. Since the class prices and the computed 
blended price mre all on the basis of milk containing 3.7 percent butterfat con- 
tent, when the handler has made his payments to producers, using the butterfat 
differential for each producer, he will have paid the total cost of all His pur- 
chases of milk at the 3.7 percent butterfat bisis corrected to the actual aver- 
age butterfat test of all his purchases by the amounts he deducts or adds in 
making payment to the individual producer. 


G. Base rating. 


According to the base-rating provision of article VII, the daily 
basic figure of a producer would be determined as follows: Up to and including 
January 31, 1937, a producer's daily basic figure would equal his average de- 
livery per day during the calendar year’'1935. For each twelve-month period 
beginning February 1 of each year after 1936, a producer's daily basic. figure 
would equal his average delivery per day during-the consecutive quarter, of 
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the next preceding calendar year, during which his average delivery is lowest 
of the four consecutive quarters of such year, of, at the option of such pro- 
ducer, eighty-five (85) percent of his average delivery per day throughout 
such year, 


Paragraph 3 of section 1 of article VIII provides that new produ- 
cers shall receive the Class II price for all their milk until the end of two 
full calendar months after first beginning to deliver milk. In order to com- 
pute a daily basic figure for such producers, a percentage of the average 
delivery per day during this period is taken, which percentage is determined 
by the relationship of the total deliveries of all producers not in excess ‘ @ 
of their bases during such period to the total deliveries of all producers. | 
. Producer-handlers, who sell bulk milk to other handlers, may, at their request, 
be based in a manner similar to new producers, using the average delivery per . 
day during the six delivery periods immediately preceding such request. 


Heretofore, the discussion has shown that all milk in the market . 
is pooled, and vriced to handlers in accordance with the form in which it is. 
sold by them; and the economic basis for such pooling and pricing of milk has 
been pointed out in some detail. The next step in the marketing plan is the | 
proration to producers of the proceeds of sales to handlers. 


The proration plan that has been proposed and that has been incor- 
porated in the proposed marketing agreement end proposed order is the type of 
plan commonly known as the "base-rating" or "base-surplus"plan. The problem 
involved is primarily that of dividing up the fluid milk market so that each | 
producer sheres equitably therein. It has been pointed out 42/ that in most 
markets fluid milk sales vary on a seasonal basis much less than production. 
Hence, during the season of lowest production, milk production within most milk 
supply areas is more nearly equivalent to fluid milk sales than during the 
season of flush production, when production is usually considerably in excess 
of fluid milk sales. On the other hand, producers vary markedly from each 
other with respect to the sensonality of their production. Many producers pro- 
duce practically a constant volume of milk throughout the year, and hence their 
production conforms quite closely on « seasonal basis to the seasonal require- 
ments of the fluid milk trade. Other producers produce a volume of milk that 
varies markedly from season to season, and hence their production does not 
conform closely on a seasonal basis to the seasonal requirements of the fluid. 
milk trade. Thus, the plan of making each producer's base equal to his pro- 
duction during the short season of production is an equitable method of pro- 
rating the fluid milk market among producers. Producers are at liberty to in- ” 
crease their production during the flush season if they so desire, but for 
this seasonal surplus milk they receive surplus milk prices. The base-rating 
plan does not in itself limit or in any way restrain the producer in his pro- ~ 
duction operations. He may increase,or decrease his production as he sees fit. 
Under the base-rating plan, however, many producers find it to their advantage 
to produce a more even volume of milk from season to season rather than a@ vol- 
ume that fluctuates widely from season to season. Some producers even out their 
seasonal production curves by shifting the freshening period of their cows, 
others feed relatively more grain than formerly during the short season. Still 
othere increase their production during the base period (the season of short 
production) by increasing the number of cows on their farms, but do not mater- 
jally change the seasonality of their production. 

42/ Gaumnitz, E. W., and Reed, 0. M., The Price Structure for Milk, Technical 
Paper No. 1, Dairy Section, Agricultural Adjustment Administration, United 
States Department of Agriculture. 
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That the base-rating plan is a commonly accepted market mechanism 
is evidenced by the large number of milk markets wherein the proceeds of sales 
to handlers are prorated to producers through the base-rating plan. On the 
basis of available information, it appears that the base-rating plan was start- 
ed in Baltimore, Maryland, in 1918. Since that time, the base-rating plan has 
been instituted in a large number of important milk markets and has come to be 
recognized as an equitable method of prorating to producers the proceeds of 
sales to handlers. (See Table 23.) Table 24 shows the number of markets 
operating under the base-rating plan, by years, 1918 to 1934. The use of this 
plan of prorating to producers the proceeds of sales to handlers spread slowly, 
and by 1929 ten markets were operating under the plan. By 1933, the number of 
markets operating under the plan had increased to 27, and in 1934 34 markets 
were operating under the plan. The development of the ‘base-rating plan has 
not been limited to any one section of the country. 


According to the figures given in Table 23, markets in 17 States 
were operating under the plan. The States included, among others, such widely 
separated States as Massachusetts, California, Georgia, Oklahoma, and Michigan. 


Prior to the effectuation of License No. 48, Fall River Sales Area, 
April. 121934, most distributors operating in the market were paying producers 
delivering to them according to the base-rating plan. There was, however, no 
general system of basing applicable to the entire market. Most dealers paid 
producers according to individual dealer pools, although a few small distri- 
butors vurchased milk on a flat. price basis. 43/ The establishment of bases 
in the market on a market-wide plan was accomplished by the terms of License 
No. 48, by which bases were allocated to producers according to their average 
shipments during the entire year of 19343 or during the months of August, Sep- 
tember, October, and November, 1933, depending upon which average was the higher. 
It was further provided that, if a producer's average daily shipments for any 
three consecutive months were less than seventy percent of his base, he there= 
by received a new base equal to such average daily shipments. On September 1, 
1934, this provision was amended changing seventy percent" to "eighty-five per 
cent". Certain producers, therefore, whose average daily deliveries have fal- 
len below these percentage-of—base requirements, have had their bases adjusted 
downward. 


The effect of the base-rating procedure provided by the proposed 
marketing ogreement and proposed order would be a small reduction of present 
bases. This will tend to bring totel allotted bases more nearly in line with 
total Cless I sales. Then, until February 1, 1937, the only change which would 
take place in the total allotted bases would occur through the operation of the 
rules affecting bases of new producers ond of vroducer-handlers, and effecting 
the moving of herds. After January 31, 1937, each producer would be allotted 
a base according to his deliveries during the quarter of the calendar year 1936 
in which his deliveries are lowest. The producer would have the further option 
of being based according to 85 percent of his everage delivery per day through- 
out the year. Thus, a producer may increase his bese by increasing his deliver- 
jes in each quarter above the quantity of his existing base, Moreover, & pro- 
ducer whose daily deliveries during a quarter, whether by accident or intent, 


43/ Report of Market Administrator, License No. 48. 


a es 


Table 23, Milk markets operating with base-surplus plans aN as a 
part of the narket structure, and date of institution 
of base-surplus plan on these markets, as of February 
Le dOOo « 


Market 


State 


ee lee 


Effective date 
of license 


: Year base-~ 
: surplus plan was 
- established 


: (Approxinate 
Philadelphia 2/ : Pennsylvania T Aleuteo ooo : 1919 
Chicago +, [ivinois Feb. 5, 1934 : 1929 
Des Moines : Towa Feb. 14, 1934 : 1930 3/ 
Omaha-Council Bluffs: Nebraska-Iowa ; Feb. 23, 19354 ; Feb. 25, 1954 4/ 
Evansville : Indiana * Rep. co, vor : 1932 
Se iLouts : Missouri : Mar, 2, 1934 : 1930 5/ 
Boston : Massachusetts Mar, 6s" 29s4 : 1930 6/ 
Lincoln : Nebraska : Mary 17, 1964 : 1934 
Wichita : Kansas : Mar. 17, 1934 soMany 17>. 2966 2/ 
Greater Kansas City : Missouri-Kansas : Mar, 17), > 1954 2 1931 
Detroit : Michigan sire, Lye ee : 1923 8/ 
Newport : Rhode Island 2 Apr’, 25) 2954 : 1923 
Providence : Rhode Island ri e $ 1931 
New Bedford : Massachusetts Ser L9SL 
Fall River : " ae uu LOSL 
Richmond : Virginia 2 Moy "1, 29o4 : 1930 
Leavenworth > Kansas : May 16, 1994 : May 16, 1954 
Quad Cities : Iowa-Illinois : June 1, 1934 - Ula 1933407 
Louisville : Kentucky oO Ur Le oe : 1929 16/ 
Los Angeles : Califoria*: : " " : Feb. 1926 11/ 
Ann Arbor : Michigan <ily et, Moe 1923 12/ 
filameda County Calif ornia : * " 1930 


Battle Creek 


Bay City : " : A : May 3, 1934 
Flint : ui : " : May 3, 1934 
Grand Rapids : " 3 " " : 1923 
Kalamazoo : Ms : " y ; 1933 
Lansing : " tanh itt " 1930 13/ 
Muskegon : " : " " : 1930 
Port Huron : " mo la " > July 1, 1934 14/ 
Saginaw : " “loin " : 1927 olan 
Baltinore : Maryland ; dug. 1, 1954 : 1918 
Savannah ; Georgia 3) AUG os Poe : 1929 
Tulsa : Oklahona tae eke See sNovegrLiy eae Rey 
San Francisco : California : Oct. 2, 1934 : 1980" ai 
Southern [Illinois Shino Ls > Nove ly; 1954 - 1932 
Atlanta : Georgia : Dec. 1, 1934 : 1932 16/ 
San Diego : California : Feb se, 1,950 : Lose: aa 


Michigan 


; Sept... 1953 


Compiled in nost cases from transcripts of hearing for proposed narketing 
agreernent for nilk. 
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= 55°. 
Sponsored in every case elle cooperative association of producers 
in the market. wo pins 
Operating under the "old" license policy. 
Base-surplus plsn dropped from ‘license December 5,, 1934. 
Apparently no base-surplus plen prior to the license. 
Base-surplus plan discontinued under license as of November 16, 1934. 


There had been in effect for several years another plan prior to the 
present one. 


No base-surplus plan prior to license. 


Horner, J. L., Michigan State College, Special Bulletin No. 170, 
page 3l. 


Abandoned in March 1934. Added to license September 1, 1934. 


Introduced about 1929 but discontinued in fall of 1930. Reestablished 
in later years. 


Source: U. §. D. A. Technical Bulletin No. 179, Cooperative Marketing 
of Fluid Milk, by Hutzel Metzger. 


Abandoned after several years. Reestablished in 19380, 
Operated only temporarily. Effected again in June 1934. 


The base-surplus plan had been used over a small part of the market 
for several years previously. 


Established as a license feature November 5, 1934. 


Two early attempts failed. Reestablished in February 1934. 
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Table 24. Number of milk markets wherein base-surplus plans 
was instituted during the year, and cumulative 
total, 1918 - 1934, inclusive. 


A a a eet ee 


: ; - : ative 
Year ‘ Number of markets where base-surplus plan ; Cumul 


- was started during the year Che eieg. 5 eC, 2. 
1918 : ae : 1 
Pole ; af : 2 
wa20) *: | : 2 
1921 : : 2 
1922 *: | 2, 
1923: penis , aaios SB 
1924 : : 5 
ROSS NGMe . 5 
To25 83 : —; 6 
1927 i y: 
1928 5 
1929 3 10 
1930 8 18 
1931 2 20 
1932 4 24 
1933; 3 27 
1934 a 34 


Table 23, The data are incomplete in that no information is available 
covering ell milk markets. The data given in the above table are taken 
from transcripts of hearings on milk licenses, and four markets operating 
under a base-surplus plan were excluded due to lack of information with 
respect to the date the plan was instituted. 
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drop below 85 percent of his everege daily delivery during the’ year may es- 
tablish « daily basic figure equal to 85 percent of his average daily delivery 
during the year. Thus, the base-rating provisions of the proposed egreement 
and proposed order permit a producer to increase, decrease, or retain his ex- 
isting base by regulcting or altering the volume of his deliveries at such | 
times in the year as may suit his particular purpose. | 

The seme rulés would apply in each subsequent year beginning 
February 1, using the immediately preceding calendar-year’as the.period for. 
determinstion of bases. 41s ie as : 


The method »rovided.for assigning bases to new producers is equi- 
table, in that such producers, by planning their deliveries during the veriod 
until the end of two full calendar,months after making the first delivery, may 
largely determine their: own beses. A percentage of the daily’ average of de- 
liveries by such a vroducer during. this period, which is determined by the re- 
lationship between the totel deliveries of all producers not in excess of 
their bases and the. total deliveries during this period, gives the new produ- 
cer a base rating which is equiteble in comparison with that of other producers. 
The same may be: said with respect to a oroducer-hendler who requests to be 
allotted a base with respect to milk which he produces and sells ‘in bulk to 
other handlers. The procedure pravided will tend to regularize such dealings 
end will give vroducer-handlers the status of oroducers with respect to this 
portion of their business. . . 


H. Deductions for marketing services. (Article IX of the proposed 
marketing agreement and proposed order.) | ie 


The Agricultural Adjustment Act, as amended, statés that the Secre- 
tary of Agriculture may provide for marketing services as follows: ‘(section Sic, 


(5) (z) 


"providing (i) except és to producers for. whom such services 
are being rendered by 2 cooperative mrketing association quali- 
fied as provided in paragraph (F) of this subsection (5), for 
merket informetion to producers and for the Veritication of 
weights, sampling, end testing of milk purchssed from producers, 
end for making appropriate deductions therefor from peyments to 
producers 7 4." 


Table 25. 


pac 


aiSee= 


Total allotted bases, del 
total deliveries of milk, and Class I sa 


market by months fcr 1935. 


iveries not in excess of bases, 
les in Fall River 


wit chop aie iN beatin 008 ee ae 


: ~ Total aeliv- ; Total deliv-: Total -percent Class 
Year and : Total allott-: eries not in: eries of Class I -I sales were 
nonth ed bases - excess of rilk Sales eof, total al= 


2 . bascs ; : slotted bases 
Pounds s Pounds rs Pounds : Pounds : Percent 
1935 : 

January” 392,720,604 © 2,567,404 : 2,406,417 2,106,142 : 77.00 
February 2,405,644 2,159,960 2,145 ,206 1,857 , 587 75-70 
March 2,705,556 2,414,360 2,484,027 2,152,524 78.86 
April : 2,612,851 : 2 409,473 2,007 , 859 2,091,423 80 ,04 
May 2,709, 5e4 2,070, (ee . 2,791,692 2,108,858 77 oO 
June : 2,625,031 2,008,310 ; 2,728,928 2,070,190 78.92 
July : 2,705,558 2,475,675 ; AiO o, al. 2,105,769 77 .89 
August 2 720,420 2,487,950 2,098,769 2,163,063 79.01 
September 2,648,530 2,081,985 2,475,729 1,986,611 : 75.01 
October 2,696,101 2,419,418 2 04,520 2,099,615 72.88 
November ' 2,062,758 Byety hel By 02%, 424 2,014,277 78,60 
Peceriber 2,616,514 2 a76,ea0 2 448,852 2,039,075 07 8S 


Compiled from reports of the Market Adninistrator, License No. 48. 
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The types of services to be provided are specifically set 
forth, nariely, checking of weights, sampling, and testing of nilk, and 
market information, The former has a direct bearing upon the size of 
payrients received by producers and, in turn, the stability of the markct 
structure; the latter provides for the dissenination of such information 
to producers as will aid thom in a better narketing of their products. 


Article IX of the proposed marketing agreerent and proposed | 
order provides for market services to.producers, In section (1) provi- 
Sion is made for a deduction of four (4) cents per hundredweight fron 
the payments made to producers, such monies to be expended by the market 
adninistrator for market information and the verification of weights, 
sanpling, and tests of milk. Similarly, section (2) provides that, if 
a cooperative marketing associetion is found to be qualified under the 
requirerients of paragraph F, section 8c (5) of the Act, and is properly 
rendering the services to producers enumerated in article IX, section 
(1) of the proposed marketing agreement and proposed order, then the 
monies deducted by handlers from the nermbers of such association shall 
be paid over to that association. 


eel Meal 
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. It is declared to be the policy of Congress, as stated in the 
Agricultural Adjustment Act, to recognize and encourage producer 
cooperatives. There is no restriction in the proposed marketing agreenent 
and proposed order which would operate to tne disadvantage of, or tend to 
supplant, their work. Rather, such services are encouraged by reason of a 
recognition that the cooperatives, due to a close relationship with their 
nerbers, probably are jin a better position to render these services to 
their neribers than is the market administrator. 

Experiences of the cooperatives have dGerionstrated that the 
rendering of marketing services to their members is a desirable feature in 
the proper functioning of the narket structure. producers generally do. not 
have available facilities to determine accurately the weight of their nilk. 
Neither are they ira position to test precisely its fat content. Yet, 
without verification of the weights and tests as determined by handlers, 
producers often question the accuracy of the prices paid ther. Marketing: 
services in the nature of check-weighing and testing are thus rendered 


i 


beeause the producers theriselves desire such Services.e 


Tt may appear that the expenses incurred in the verification of 
weights and tests are more properly chargeable te adriinistration than to 
narketing sorvice, The distinction is one of degree. Undoubtedly, spot 
checking of the purchases of milk of individual handlers by the market 
administrator would suffice in verifying weights and tests, and, in turn, 
the accuracy of price computations. Yet the producers, as stated hereto- 
forc, desire nore than this. Their primary concerm is hat of ascertain= 
ing, not the general accuracy of the weights and tests made by the handler 
to whorn they deliver milk, but the exact weights and tests of their own 
deliveries. 


The presentation of rarketing inforrmmtion to producers has be- 
come a necessary adjunct to an intricate marketing process. With this 
infornation, producers are better enabled to adjust their production and 
nerketing to current narket conditions. The United States pepartnent of 
Agriculture regularly furnishes information to producers in the formece 
erop and livestock reports, outlook statements, etc. This service is 
maintained only because producers recognize this as indispensable. 


The dissenination of current local narket information, such as 
the price aspects of the narket, local supply and demand conditions, etc., 


by the market adninistrator serves an identical purpose. 


In order to estimate the anount of the deduction which Wilh woe 
needed to cover the costs of rendering the services set forth in section 
1 of article IX, it has been assuned that the volume of nilk delivered by 
producers during the calendar year 1936 will equal that delivered during 
the calendar year 1935, The expenditures for narketing services under 


License No, 48 totalled $11,981.53 for the year ending December 31, 
1935. 44/ This ariount, divided by total receipts of milk during the year 
results in an average oe per hundredweight of approxinately 4 cents. 


{. Expense of administration. (Article X of the proposed market- 
ing agreenent and proposed order.) 


The market aduinistrator must necessarily incur many expenses 
in his operations: he nust maintain a personnel sufficient to (a) cone 
pute periodically the prices to be paid by handlers to producers, and 
Fe eraine the adjustments from those prices, (b) record and audit the 
sales reports of handlers, and (c) provide. for contact work with handlers 
and other parties in the rorket, 


Table 25 shovs the cost incurred in.the administration of 
License No, 48 during the period January 1, 1935--December 31, 1935. The 
average cost per hundredweight of milk pooled was #.02109, 


2 «Article X of the proposed marketing agreernent and proposed 
order for the Fall River Marketing Area provides that each handler shall 
pey to the market administrator a sum not excceding three (3) cents per 
hug*tredweight, the monies so obtained being used to cover the cost of 
administration of the marketing agreement and order. The exact amount 

per hundredweight is to be detemined by the narket administrator, .In 
He of the expericnce gained in the administration of License No. 48, it 
appcars that the maximum charge for meeting costs of administration, 
three (3) cents per hundredweight as specitied in.article xX of the 
proposed Pape cee agreerient and proposed order, is reasonable, 


The Agricultural Adjustnent Act, as amended, section LOb (2) 
Stipulates that "each order issued by the Secretary under this title 
Shall provide that each handler subject thereto shall DAYins Seu SUC 
handlerts’pro rata share (as approved by the Secretary) of such expenses 
as the Secretary may find will necessarily be incurred by such authority 
or agency, during any period specified by hin, for the maintenance and 
functioning cf such Seca: or agency, ener than expenses incurred in 
receiving, handling, holding, or disposing of any quantity of a cormodity 
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44/ Report of the Market Administrator, License No. 48. This anount 

a includes services rendered both for nember and non-nember producers 
by the Fall River Milk Producerst Association and the New England 
Milk Producerst Association, The marketing service deduction for 
non-merbers was paid to the associations by the Market Administrator. 
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Table 26. Expenditures fron the administrative fund 
under License No. 48, Fall River Sales 
Area, January 1, 1935--Decerber 31, 1935, 


eee 


Expense Classification : fmount 
Weak cD AEN g Oy me ae Fea Oy Ln oe te OE OE ee eee ee 
¢ pollars 

Office salaries : 5,037 .68 
General expense — | : 925 645 
Travel expense : 359 .45 

Total : 6,522.06 
Average cost per hundredweight of milk pooled :; 202109 


Conpiled from reports of the Market Administrator, License No. 48 
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received, handled, held, or disposed of by such authority or agency for 
the benefit or account of persons other than handlers subject to such 
orders. The pro rata share of the expenses payable by a cooperative 
association of producers shall be computed on the basis of the quantity 
of the agricultural cormodity or product thereof covered by such order 
which is distributed, processed, or shipped by such cooperative associa- 
pion Of) preducers. si. .* 


The expense of administration is thus required by law to be 
collected from handlers. This provision of the proposed marketing agrce- 
ment and proposed order is so worded, however, that, if the funds on hand 
are sufficient to cover. expenses, the market administrator may Waive the 
paynents from handlers as to any delivery period. The handlers are thus 
assured that the amounts assessed from them may be adjusted to require-~ 
nents, and, since periodic audits are made of the records of the narket 
administrator, that the monies are properly handled. 


J» Assurance of, and security for, payment to »roducers, 
(Article XI of the proposed marketing agreerient and proposed 
order.) 


The Agricultural Adjustment Act, as anended, specifies in 
section 8c (5) (E) (ii) that provision may be made "for the assurance of, 
and the security for, the payment by handicrs for milk purchased." 


No provision is made for any one type of security to be fug- 
hished to the market administrator. Thus, cne handler :wy eloect-Av 
furnish a surety bond; another may choose to deposit cash; while others 
may post collateral security. The only criteria provided in the 
proposed marketing agreenont and proposed order are that (a) the security 
is acceptable to the market administrator, and (b) the amount (or liquid- 
ation value) is not less than one+third of the walue of milk purchased by 


such handLer during three consecvéive delivery periods. 


The need of security for paynent to producers arises from the 
method of paynent ermployed by the industry. Producers deliver milk daily 
throughout the full delivery period (the customary delivery period for the 
Fall River Marketing Area is half of one month and is so provided in the 
proposed narketing agreerent and proposed order) without receiving pay- 
nent for any of those deliveries until some later date. The time of 
payment is specified as fifteen days or less after the end of the delivery 
period, The posting of security by handlers, thorefore, is a reasonable 
assurance to producers that the monies owed thon from their sales on 
credit will be forthconing--delayed as they are--on a time schedule pro- 
gran in accordance with the terms of the proposed marketing agreenent and 
proposed order. 


The segregation of funds to be used in liquidating current 
obligations is not a usual business practice, and it has been observed 
that, in genoral, the amount of working capital of fluid milk handlors 


ee) ee 
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varios markedly, even within short intervals of tine. Sometimes the 
eredit position is exccedingly firr--perhaps even excessive for the 
requironents of the enterprisc. During other periods, however, the 
anount of working capital may awindle below the point of mininur: require= 
ments, Therefore, it is necessary that sufficient security be posted in 
order that producers be protected in the sale of their mk 


It can bo readily discorned that the possible failure of hand= 
ters to yay producers in accordance with the terms and provisions of the 
»roposed marketing agreerent and proposed orcer gould result in (a) poss- 
ible loss’ to producers, and (b) possible nullification of the offectiveness 
of the proposed marketing agreenont and proposed order in effectuating the 
policy of Congress as stated in the Agricultural Lajustnent Acte 


Speedie DUST Ol, States require handlers to furnish sccurity for 
payment to producers. the same as, or similar to, . that specifica in the 
prorosed marketing agreement and proposed order, With respect to those 
handlers who have already complied with State regulations, the proposed © 
narketing, agreement and proposed order provides that the requirement for 
security shall be waived with respect to such portion of the value as is 
already covered (provided that the security is acceptable to the narkwet 
adniinistrator). This provision is reasonable in that it obviates dupli- 
cation and eliminates unnecessary expense to the handler, 
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One of the ost important and perplexing problems encountered in milk 
lerketing is that pertaining. to the clas sification ‘Or milk. This problem 1S a 
aerely one of many, although fundamental and probably _ ‘the host ‘important, | 
that may. and perhaps must be approached . through. a study of the. price struc— 
ture for milk. 


This paper was written for use in connection with merketing agreements 
and orders for milk. However, numerous questions have arisen pertaining to 
the classification of milk, the price structure, and related problems, and it 
eer Or these reasons that ‘ate paper is made: available at, this: ties... 


This analysis. of the price structure has ‘been developed under assump-~ 
tions of competitive conditions. Numerous details have been omitted in the 
interest of brevity and in order thst the discussion be suitable for general 
use. The analysis will be expanded as rapidly as possible, and the later 
ohases of the work are to deal primarily with the price structure when the 
assumptions upon which this paper is based are varied. 


The authors have received aid from Several persons in the development 
of this paper. Dr. Warren C. ‘aite helped draft the paper in all but the 
latest stages of its development, and Dr. Harold B. Rowe contributed many 
valuable suggestions relative to the technique of the analysis. Others have 
nade fruitful suggestions and have aided materially in editing the paper. 
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Vy, Chief, Dairy Section, Agricultural Adjustment Administration, United 
States Department of Agriculture. 


2/ Senior Agricultural Beonomist, Dairy Section, Agricultural Adjustment 
Administration, United States Department of Agriculture. ~ 
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Part I 


THE PRICE STRUCTURE FOR MILA FOR Tile COUNTRY AS A WHOLE 


A complete analysis of the price structure for milk for the coun- 
try as a whole would fill a rather sizable volume. However, for the 
purposes of this peper, it is unnecessary to devote a great deal of time 
and space to the development of .such an analysis. All that is intended 
in Part I is to develop a rather general treatment of the price structure 
for milk for the country as a whole, in order that the analysis of the 
price structure for inilk within a milk shed may be approached more satis- 
Faetorily. 


An explanetion of the price structure for dairy products for the 
country as a whole involves consideration of (1) the conditions affecting 
the demand for milk, and (2) the supply characteristics: of milk with 
respect to the localization of particular phases of the industry and the 
| NDAs elva we toys milk. between different dairy products. Likewise, 
an explanation of the price structure for milk within a particular area 
cr a particular milk shed involves consideration of (1) the nature of 
the demand for the different products derived from milk, and (2) the con- 
ditions affecting the supply of milk. : 


A. ‘The nature of the demand for milk. It is well recognized that 
the demand for “any comaodity is a composite of the demands of the diffeér- 
ent groups of people who are ready to purchase different quantities of 
it at different prices. Similarly, the demand for a: product such ag milk, 
which is used in the production of a number of different products, + is 
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oe, In 1932 the total volume of. milk.used in the manufacture of dairy 
products and used by the non-farm population as fluid milk and cream 
was distributed among the various uses as follews: 


product : Percent of total volume used 
Butter - creamery and whey 45.6 2/ 
Other manufactured products Lie prs 
Milk used by non-farm population 
as fluid milk and cream 41.2 b/ 


Total 100.0 


a/ Compiled from estimates of the production of manufactured 
dairy products, Bureau of Agricultural eres Ue S. 
Department of Agriculture. . aed : 


b/ Compiled from Mstimates of Consumption of Milk and Cream 
in Cities and Villages, Bureau of Agricultural Economics, 
U. S. Department of Agriculture. 


the aggregate or composite:demand for milk in all uses. Thus ,- although 
the different forms Or products in which milk is.used are competitive in 
the sense that each use competes with all other uses for a portion ef the 
total supply of milk} And the derived demands are vival or competitive, 
in the ageregate they comprise the total demand for milk. The nature of 
the ‘demand for fluid. milk is discussed at length in Part IIL of this 
paper, aaasilion «IM 


B. ‘he supply characteristics of milk. 


1. Localization of the industry. Although milk preduction 
is an important, agricultural,ent erprise in:practically every State in the 
United States, if nevertheless. yaries:merkedly between areas as ‘to rela- 
tive’ importance. and is.highly concentrated in certain areas. An -impor- 
tant factor in this connection,is the:fact that the transportation System 
has developed so that certaln.aneas possess a*colparative advantage in 
the production of milk for use:in the preduction «f dairy products that 
are readily storable and trenspertable, and othershave a co~parative 
' advantage in the production.cf. milk.for fluid consumptien, : Thus, «the 
States of Towa,..Minnesota, Webraska .and Wisconsin producéd 44.8 percent 
Of the total volume ef creamery butter produced in the United States in 
1932 and 1933, Viseonsin and New York produced 64..8 percent and 62.1 
percent of the tot-l volume ef cheese produced in the United States in’ 
1932 and 1933, respectively. Of-the.total.United States production of 
evaperated milk in 1935, wisconsin and; California produced 54.3 percent, 
and the five States ef Wisconsin, New Yerk,: California, Illinois and Ohio 
produced 70.0 percent. */ .In.those- areas..wherein large urban centers are 
Situated, notably the New #neland and, Middle.Atlantic areas, as well as 
in the territery immediately surrounding. other urban centers, the larger 
part of the tetal volume of milk produced is utilized in the form of 
fluid milk and cream. 

_&. The interchengeability of the.supply of milk between uses. 
The milk supply, of, the country -is'interchangeable ‘between uses, especi- 
ally so in the case of manufacturing uses. In general, there is Lithhe © 
difference hetween the quality requirements for milk used in’the produc- 
tion ef evaperated milk, butter, cheese end other manufactured dairy 
Products. In addition te the fact that milk is markedly interchangeable 
between the uses noted. above as. far. as quality requirements are concerned, 
processing facilities for the different products are 80 intermingled 
Geographically, and, in fact, are in many cases available in one plant, 
that the matter of the location of the producer with respect: to process- 
ing facilities for the different products::is.usually not important in 
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e/ Manufactured bairy Products, Bureau of .sgricultural Economics, 
'. United States Department :of Agnieulture. 
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preventing producers from shifting their milk from one channel of dispo+ 
sal to another. Thus, should relative price conditions warrant, the 
producer can in most cases shift his milk from one usé to another. fn 
the case of those plants manufacturing two or more products, the 
producer does not have to shift his milk from one plant to another, the 
shift or change in the relative volume of milk entering th2 different 
uses being accomplished by the plant management, and for the same ' 
reason that would lead the farmer to shift his milk from one use to 
another. ‘ 


The interchangeability of the supply of milk between milk pro- 
duced for use as fluid milk and that produced for use in the production 
of various manufactured dairy preducts is not se marked as is the inter- 
changeability of milk between the different manufactured products. 

This is due in large part to the fact that in most milk markets milk 
used as fluid 1 ailk must be produced in accordance with more stringent 
sanitary requirements ‘than is the case with milk produced for use Lie 
manufactured dairy products. However, this facter operates, principally, 
to lengthex: the beriod of time necessary for a preducer to shift his dis- 
posal of milk from manufactured dairy products’ uses to fluid use. The 
producer, in order to shift from the production of hanufacturing milk to 
the production af fluid milk, must equip his barn and follow the proced- 
ure with respect to sanitation that is specified’ in the health ordinances 
of the’city or town in which he wishes to sell fluid milk. ‘This involves 
additional expense in producing milk, but, if the farm price of fluid 
milk is sufficiently above the frm price of manufaéturing milk, the pro- 
ducer will equip his barn and conform to sanitation regulations in order 
that he may sell fluid milk.’ Thus,‘ although the degree of interchange- 
ability of milk between fluid use and manufactured product uses is less 
marked than the degree of interchangeability of milk between the differ- 
ent manufactured »vroduct uses, producers can and do shift from the 
production of manufacturing milk to the production of fluid milk when 
‘price relationships warrant. Similarly, when the price of fluid milk 
declines to a point where it is not sufficiently high to cover the addi- 
tional costs of producing MEL for’ fVuid consumption, producers discon- 
tinue the production of milk for consumption as fluid milk and produce 
milk for use in the production of manufactured dairy products, ‘ . 

Oy Factors affecting the general level of the prices of dairy 

products. a a i iy are we 


1. Demand factors. Numerous factors influence the demnd for 
dairy products, such as the volume of the money income of consumers, con- 
suming habits, etc. Perhaps the most important of the factors affecting 
the demand for dairy products is the volume of money consumers have avail- 
able for the purchase of goods. Thus, the prices of dairy products vary 
directly with the income of consumers (asswaing coustant supplies). The 
relationship between the index of the farm prices of dairy products and 
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the index of factory payrolls (taken as a measure of chanfes in the in- 
come of. consumers) is shown in Figure 1. As was stated above, numerous 
factors affect the demand for milk, However, for the purposes of this 
paper, it is unnecessary to. discuss them in detail. 


as Factors affecting the supply of ate The changes in the 
volume of milk that will be forthcoming from a given number of cows due 
to changes in weather, pasture. and crop conditions need no comprehensive 
‘treatment here, since it is obvious that sudden and wide variations in 
the weather, droughts end other unusual weather conditions that operate 
to reduce or increase the quantity and quality of feed relative to the 
number of livestock, all tend to cause-variations in the oa ee of milk. 


Aside from the factors hoved ahove, changes in the prices 
of © ee products relative to the prices paid by milk producers for the 
articles used in milk production, as well as changes in the prices of 
dairy products relative.to the prices of other farm products, affect the 
volume of milk produced.’ In the Middle West,:for example, changes in 
. the prices of competing farm products have an important effect on milk 
preduction. An increase in the price of beef, or a relative decline in 
the prices of dairy products, is sufficient to cause large numbers of 
farmers-in this section;. particularly in the: area west of the Mississippi, 
to turn to raising beef steers and heifers and let the calves suckle the 

cows longer than was the practice tefore the change in relative prices. 
In addition, in numerous czeses where more than one livestock enterprise 
is followed on the farm, a relatively larger volume of the feed available 
is fed to livestock other than milk cows when prices of alternative live- 
stock products become favorable relative to the prices of dairy products. 


D. Relationships between 1 the prices « of dairy bac 7 in 
different. markets. 


Since most manufactured dairy products are readily transport- 
able, the price of a product such as butter tends to vary between markets 
by tok more than the amount necessary to cover the cest of shipping the 
product (freight and handling costs) from one market to another, Thus, 
in Chicago, Illinois, situated in the large surplus butter-producing area 
comprising the Fast North Central and “Jest North Central States, the 
price of butter is generally lower than in New York city by an amount 
sufficient to cover freight and handling charges from Chicago to New York 
City (New York City being located in a deficit butter-producing area). 
The decidedly close relationships between the prices of butter in differ- 
ent markets are shown in Figure 2, ae 


The prices of cheese in different markets vary together (see 
Figure 3), partly for the same reasons as those advanced above with 
respect to butter and also because of the possibility of shifting from 
cheese production to the production of butter, which is more widely 
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transported... he same relationships exist with respect to evaporated 
mt Les ; . 


In view of the foregoing, it should be evident that the mar- 
Ket for the most important manufactured dairy products is national in 
character and that the price of milk or butterfat used in the different 
products noted above in any particular area is closely associated with 
the price of milk so used in any other area. 


H. Relationships between the price .of milk;used in different 
products. 


As was pointed out in B above, the supply of milk is markedly 
interchangeable between uses in the case of milk produced for. manufac- 
turing purposes and to a lesser extent between fluid milk and’ manufac- 
turing milk uses. This factor operates to establish close, relationships 
between the price of milk in different uses, in the country as a whole, 
as well as within areas. (See Figure 4.) Thus, although the price of 
milk produced for use as fluid milk is generally higher in any particu- 
lar area than the price of milk produced for use in manufactured dairy 
products (for the reasons advanced in.section B and section C), and 
therefore the market for fluid milk in any particular area may be con- 
sidered as a local market, the price of milk produced for use as fluid 
milk varies with the price of such milk in any other area and also 
varies with the price of milk produced for use in manufactured dairy 
products, both for the country as a whole and in the different sections 
of the country. 
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“THE PRICE STRUCTURE FOR MILK WITHIN 4 }ILi. SakD 


The terms under which milk is sold vary widely between markets. 
In some markéts, usually small markets located within a surplus area or 
with few or-no sanitation requirements, producers receive the same 


price f.o.b.' the market for all milk, regardless of whether it is used 
for fluid miik, cream ar manufactured dairy products. In other markets, 
while producers receive the same price for all milk sold, this price is 
a weighted average price which is computed by adding together the value 
of milk sold to distributors in accordance with a schedule of the 
prices for milk used for, various products, and dividing the total sum so 
computed by the total volume of sales to distributors. Im still other: 
markets, producers receive two’ or more different prices for different } 
portions of the milk which they deliver, a weighted average price for . 
that portion. of their milk sold as fluid milk and cream, and a lower | 
price on the remainder, which is-used in the production of manufactured 
, dairy products. Again, producers may receive; one price for that portion 
of. their milk sold as fluid milk; another price for that portion sold as 
fluid cream, and still another price for that portion which is used in 
- the production of manufactured dairy products such as butter, evaporated 
milk and cheese. : 


i 
1 
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In this section, the relationships between the prices of milk 
used for different purposes f.o.b. city, and the farm price structure : 


$ 


As The price structure; uniform quality requirements - central- 


ized processing. ee CS 

aS For purposes of presentation, the price structure is examined 

in a hypothetical market, wherein factors operating to establish a dif- 
ferentiation in the prices of milk used in. the production of different 
dairy products are assumed to be non-existent. One by one the factors 
operating to establish such differentiation in the prices of milk used 
in the production of different dairy products are considered, and thus 

the analysis of the price structure progresses from that of the highly 
simplified hypothetical market toward that of the most complex type of 


market. For. purposes of analysis, therefore, it is assumed that: 
1. There is a freely competitive markete 


2, Local delivery costs and labor are the same for all 
classes of product. 


5. There is ho variation in the volume of milk consumed in 
different: forms. ‘a ST a hs eset 


44 ,All milk, whether sold: ito consumers as fluid milk or 
other dairy products, is*“of uniform quality. 
‘ f eee : 
So. All milk is brought to the city in fluid form, there to 
be processed into the various dairy products, 


6. There is no variation in the volvine of: milk sold per farm 
from day to day. 


(nder the conditions noted above, it is obvious that producers 
would receive the same per unit price for all milk brought to the market 
since each unit of the supply is interchangeable with every other unit. 
This would be true regardless of whether the milk were sold to the consum- 
er as fluid milk, fluid cream, or manufactured dairy products. 


However, it is well recognized that the butter and. other manu- 
factured dairy products equivalent of a unit of milk can be transported 
long distances at very low cost per product equivalent of a unit of milk 
as compared to the cost of transporting a unit of milk the same distance, 
and can be kept in storage for 1 relatively lone period of time without 
appreciable deterioration in quality. Manufactured dairy products are 
composed largely:of milk solids, or, stated differently, they are composed 
of one or more of the constituents of milk concentrated to a very much 
greater degree: than in whole milk. Thus it is more economical to produce 
the finished product, such as butter, cheese, etc., at a distance from the 
market and transport the finished product to the market, rather than to 
transport whole milk to the market and there process it into the finished 
product (unless, of course, the demand for all the products of milk in the 
market can be satisfied from the volume of milk produced in the area 
immediately surrounding the market).- For example, one hundred pounds of 
butter contain approximately 80 pounds:of butterfat, and one hundred 
pounds of 3.5 percent milk contain %.5 pounds of butterfat. Assuming thet 
transportation costs per one hundred pounds of product are equal, the cost 
of transporting butterfat in the form of butter aud in the form-.of 35 per- 
eent cream would be about 1/23 and 1/10, respectively, of the cost of 
transporting butterfat in the form of milk. The reasons given above 
suffice to explain why manufactured dairy products are produced, in many 
eases hundreds of miles from the market, and shipped to the market in 
finished product form rather than beins shipped to the market in the form 
of fluid milk and there processed into the finished product. 


aes 


B. The price structure; uniform 1 quality requirements - ~- decentral- 
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ized processing. 


For the purpose of considering the manner in which the trans- 
portation factor affects the price structure for milk within a milk shed, 
the preceding assumption that all milk is brought to market, there to be 
processed into the several milk products, is now dropped Age instead, in 
addition to the remaining assumptions noted previously, it is assumed 
that: ' Shidinsnat. if 


1. All the milk which is produced within 100 miles from the 
market. is needed to satisfy the demand for fluid milk. 


ae (Shia ties Tek week is produced — in the area between 100 and 
150 miles from the. market is needed to meet. the demand for fluid cream. 


De Te rene milk ater is sears ein ay area between 150 
and 200 miles from the market is needed to meet the demand for aveporaiee 
milk. 


4. All the milk which is produced within the area between 200 
to 400 miles from the market is required. to meet the demand for butter. 


5. . Transportation costs vary. in direct Scanya ea to distances 
at the following rates per. unit per. mile: 


(a) Whole milk - 1 cent por rarecweione. 


(b) The | erean seen ise oF 100 SS oonan of 3.9 percent milk 
— Ong cent. 


(c) The evaporated milk equivalent of 100 pounds of 3.5 
percent milk - O.1 cent. . 


(a) The butter equivalent of 100 pounds of 3.5 percent 
milk - .05 cent. 


; ~—~6. The farm value of skim milk exactly equals the cost of sep- 
arating cream from milk. 


done tis ‘The f.o.b. city yalue of the butter equivalent of 3.5 per- 
cent milk (it. is assumed that the over-run is necessary to cover the manu- 
facturer's margin) is $1.00. 


cf 


nce the above ae er cne the fe Oebd. city prices that must be 
paid for milk in order to secures the volume necessary to meet the demand 
POTS Mic. (aS ee as the f.o.o. city prices that must bo paid for the 
breamcenndralen and evaporated milk equivalent of 100 pounds of milk to 
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meet the respective demands, can he readily computed. Thus, with the 
f.o.b. market price of the butter equivalent of 100 pounds of 3.5 percent 
milk. at. $1.00, the farm price of 100 pounds of milk which is converted to 
butter at a point 400 miles from the market is ¢1.00 less the cost of 
transporting the butter equivalent of 100 pounds of such milk to the mar- 
ket, or 80 cents ($1.00 - (400 X 3.0005) = 3.80). At a point 200 miles 
from market the farm price of milk used for butter is 90 cents ($1.00 - 
#%.10 transportation costs =}.90). If milk is to be used in the produc- 
tion of evaporated milk at a point 200 miles from the market, the farm 
price of such milk must be 90-cents per hundredweight or else farmers will 
sell their milk to butter manufacturers rather. than manufacturers of 
evaporated milk. The f.o.b. city price of. the evaporated milk equivalent. 
of 100 pounds of 3.5 percent milk will be the farm price of 100 pounds of 
3.5 percent milk at a point 200 miles from the market, plus the cost of 
transporting the evaporated milk equivalent of such milk to” the market, or 
$1.10 ($.90 + $.20 = $1.10). Similarly, the farm price of milk used to 
produce cream.at a point 150 miles from the city must be equal to the farm 
price of milk used to produce evaporated milk at that point, else farmers 
will sell their milk for use in evaporated milk rather than cream, and the 
f.o.b. city price of the. crean equivalent of 3.5 percent milk will be the 
farm price of such milk at.a point 150 miles from the market. plus the cost 
of transporting the cream equivalent of 100 pounds of 5.5 percent milk 
from that point to the city, or $1.25 ($.95 farm price at 150 mile-point + 
$.30° transportation costs to market eleea eis Simisexly,ythe yt .o.bs Cc uby 
price 6f 3.5 percent milk will be the farm price of milk used for cream at 
a point 100 miles from. the market plus the ¢ost of transporting fluid milk 
to the market, or $2.05 ($1.05. farm vrice at 100 mile-point + $1.00 trans- 
portation costs to market = $2.05). . 


Therefore, under the conditions assumed the prices for milk and 
milk products. f.o.b. city would be as follows: 


l. Fluid milk - $2.05: per: hundredweight. 


2, The cream equivalent of 100 pounds of 3.0 percent 
milk —/el.25. cf 


3, The evaporated milk equivalent of 100 pounds of 
3.5 percent milk - $1.10.. 


4. The butter equivalent of 100 pounds of 3.0. percent 
milk » ¢1.00 (assumed, but of course a different 
price f.o.b. the market. for the butter equivalent 
of 100 pounds of &.5 percent.milk would be associ- 
ated with different prices for the other milk. 
products than those computed above). atts 
Under the conditions assumed it is also obvious that milk would 
not be shipped to the city to be processed into the several dairy products 
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(excent in case of error or lack of knowledge with respect to the most 
profitable channel of disposal, which is not possible under the assump- 
tions set forth), Prices in the city would be quoted for milk, cream, 
evaporated milk and butter. AlL milk. brought to the city ‘would command 
One price, cream-another, ete. -Thus, - there would be no differentiation 
in milk’prices f.o.b. city. ee | ithe i 
“Fhe farm price for ae at, any given point within any partic~ 
ular zone is, of course, equal to sthe farm price of milk at the outer 
édgzé Of the zéné plus the dif ference be tugen the cost of shipping milk. 
in the particular form to- the merket from. the outer limit of the zone 
and thecost of shipping such milk from.any given point within the zone. 
The farm price structure for milk thut. iould obtain under the conditions 
set forth above piprisatibe in Figure 5. 
C. The: 12: price ce _structurs; _varying quality roc requirements ‘ “ @econtral- 
ized processing. . 
' If the: assumption that all milk is oF uniform’ quality is dis- 
carded, ahd it is assumed that the quality requirements for milk used in 
the form of fluid milk and. crean are higher than those for milk used in. 
the production. of. evaporated milk and, butter, then. the type of market 
under analysis is somevhat more comparable to the rather complex ‘ty rpe of 
milk ee it now RRA ey in many large: urban areas. 


Rania tion requirements vary somewhat between milk markets. 
Usually, the requirements cover such. items of sanitation as periodic 
veterinary: examination of .cows, cleanliness of cows, cleanliness of dairy 
barns in addition.to specifications with respect to ‘the type of flooring, 
light, etc., specifications with re spect to the type and care of the milk 
house, cleaning and care of utensils, and rules and regulations pertaining 
to milking and: handling of the milk. 


It should be obvious thet the sanitation requirements under 

Which milk for fluid milk and cream is produced, which in by far the 
larger number of cases are more stringent than the sanitation require-~ 
ments under which nilk for manufacturing purposes is produced, operate 
to increase the cost of producing milk for use es fluid milk and cream 
relative to the cost of producing milk foy manufacturing purposes. Thus; 
over a period of time, the: supply price “fof a siven volume of milk used 
for fluid milk and cream will be somewhat higher than the supply price of 
the same volume of milk used for ma nifacturing purposes, other factors 

remaining constant. Of course, the, diffe rence botvecn the supply prices 
of milk produced for use in diffe runt products in any milk’ supply area, 
other factors being the samo, will dénend upor the differences in the 
sanitation requirements applicable to milk produced ‘for use in the dif- 
ferent products. If it were assumed that sanitation requirements raise 
s) The price that. Tae “be wee ech ay fetch etre that a “given volume or milk of 

the desired quality be forthcoming. 
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the supply price of milk for use as fluid milk and cream 20 cents per 
hundredweight per farm above the supply price per hundredweight ‘for milk 
used for manufacturing purposes, the price structure under the assumed 
conditions would be similar to that set forth in Figure 6 (a position 

of stable equilibrium is assumed, so that the f.o.b. city prices that 


prevail, and the farm price structure arising therefrom, are normal sup- 
ply prices). : 


Under the conditions assumed, the prices for milk and:milk 
products f.0.b. city would be as follows: 


1. Fluid milk + $2,25'per hundredweight. 


2. The cream equivalent of 100 pounds of 3.5 percent 
milk ~ $1454 | | 


The evaporated milk equivalent of 100 pounds of 3.5 
percent milk - $1.10. 


~ een 


» 


W 


“KVEMO ONY MIIN CIN Hod SNOTLVINSHA NOILVLINVS ANV 
HYUALONaLS FLVa NOILVLEOdSNVUL HHL AG GANINUG LAC sy Sc~ondoud 
AUIVE CHIAIONdS HOe GeOLONULS HOTUd WHEW ANV SaNoz NOMLONGOUd - *9 TynNTT 


SOTTH Ul Joye wor soueqstgq 


Oot oS¢ O0¢ OGeu Sh Qo2. - OST OOT 0S : 
r | 
0G* 
MII JO e0tsg wreg 
See sees: 
a <a | Se- Se 
auozZ UOT{AONporG 104 4ng . [ = ad 
e eee {|<— | OS*T 
SUuoZ UCTIONpOIgG ATI peqesrodeag fi 
qu0Z UuoTYONpPOIg weer9 
00 *e 
3 
euoZ UCTAONPOIg ALIN PINT <<; a 
0S*2 
*4m0 rod 


SIeT TOG 


quéeTeatnby 


ATTA USoteg G*E so spunog Oot so 


TEN °EOe 


ae: 
al § 


qonporig petsToeds Jog soeotag 4a 


4. The butter equivulent of 100 pounds of 3.5 percent. 


In Fiecure 6, the line PP represents the farm price of milk 
used for fluid milk and créam; the line 4M the farm price for milk used 
in the production of evaporated milk and butter. It should be noted 
that as yet no factor has been introduced that will operate to establish 
G@arrerents prices for milk*ft.o.b. the city... Under the assumed conditions, 
all milk produced within a particular zone will be used in the production 
of the same product. Thus, no milk will be shipped to the market as milk 
from the cream zone, etc, Stated differently, there will be no differ- 
entiation between the price of milk based on the form in which such milk 
Tepsold f.o.b. city, Also, HO factor has been introduced that will oper- 
ate so that individual producers will receive different prices for: dif- 
ferent portions of their milk. Producers within each zone will sell all 
of their milk at one price. Farm prices in a perticular zone willivary 
as transportation costs from different points.in the zone to the city 
vary, and will vary between zones because of differences in transpogrta- 
tion costs of milk und the product equivalent of milk, and because ;of 
differences in cost of producing milk engendered by diff-rences in {the 


é 


sanitation regulations applicable to milk and milk products. 


D. The price struc ture us af fectac ed by type of transportation. 


It should be anpnea aed: that the foregoing treatment of the et 
fects of the transportation rate structure and sanitation requirements 
on the price structure for milk has been greatly simplified for purposes 
of presentation. Variations in the transportation rate structure and 
sanitation regulations from those as sumed bring additional complexities 
into the pric e structure, "% 


One of the assumptions on which this analysis has been based. so 
far is that transportation rates vary according to distance and weight 
only. However, several factors influence transportation costs, the 
more. important of which are typs of transportation (truck, fen car and 
railroad), complementary services, tcpography of country, volume ,: labor 
eonditions; gasoline and truck costs, and local transportation arrangé— 
ments. Some attention will be given to the effect of these. various : 
factors on the price structure and size of hier ter for the: different types 


of dairy products mintrny RR CR EAN See 
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4/ This section is based largely upon a sees prepared by Dr. J. Me 
Tinley, formerly Principal Agricultural: Neonomist, Dairy Section. 
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1. Type of Transportation, From points relatively close to 
a market, producers frequently find it advantageous (or less costly) 
to transport their own milk to the city. Many producers use small 
trucks to transport feed,-implements, ct¢c., from the city to their: 
farms or from one part of the farm to another’ and find it convenient 
to take their milk direct to a city plant. The farmer or a member of 
his family operates the truck and because of proximity to the city ‘can 
reduce operating costs per... owt.-mile to a very: low figure. However, 
as distance from the city increases, operation of a small truck per. 
hundredweight milk increases rapidly. A large load becomes more eco~ 
nomical so larger trucks are used. Few farmers have sufficient milk 
to supply a load for a large truck, so either a distributor, a private 
azency (hauler) or a cooperative association operates a truck and col- 
leets milk from several farmers. — 


After a.certain distance varying between, say, ten and sixty | 
miles, depending upon the topography,- density of supply, etc., truck 
te rentetion becomes too expensive per hundredweight mile. It is 
expensive to operate a large truck (or truck and trailer) over country 
roads especially as production often becomes more scattered as distance 
from a city increases. | 


Under. these conditions, milk is usually hauled by producers or 


_by truck to a centralized country assembling point, cooled and loaded 


at 


into a tank truck and hauled into the city. Also, there are definite 


‘limits to the distance from thich milk can be hauled by tank truck. 


n some of the larger markets, milk is collected at country stations 


‘and cooled, and then shipped by train to the consuming center. Ina 
few instances, milk is processed and bottled at a country point and 
‘shipped into the city for distribution. 


In Figure 7 are shown, hypothetically, the transportation costs 


‘on milk into a large consuming center. 2/ For the first ten miles, 


milk producers will haul their own milk, the lowest cost being five 
cents a hundred pounds (.:zost of which is for handling costs). The 

total cost rises as distance from the consuming center increases, but 
after about fifteen miles, costs rise very rapidly. ‘There is 4 zonc 

in which milk may cither be handled by the producer or by truck. from 
about twenty miles, however, it becomes more economical to haul by truck. 
This is probably true up toabout seventy miles. From seventy. to ninety 
miles igs another zone of indcterminatenuss in which milk may be hauled 
gither by truck (in cans) or assembled and hauled in tank truck. 
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5 The variations hsre discussed are not considered in later Figures. 
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Thorcfors, a different set of rates has been assumed, under which” 
the differences in rates have been magnified. ’ 
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From ninety to.one hundred and fifty miles, milk will be hauled 
in tank trucks, but for sreater Gistances the time of hauling and load 
limitation would tend to make it more economical to assemble milk at a 
country plant end transport milk to city.by train. There is a zone of 
indeterminateness from 150° to 180 miles in which milk may be hauled 
eithsr by tank car or by railroad. 


These distances would vary from merket to market depending upon 
topography, state of roads, density of supply, relative costs of “dat ier 
snt methods of transportation, etc. 


Transportation rates are commonly set on the basis of zones, » 
under which rates, instead of increasing directly in proportion to dis- 
tance, increase in a series of steps as is showm in Figure lee 


2. Complementary Services», Transportation rates usually include 
some elements of cost other than mere hauling. Milk has to be loaded 
and unloaded, iced or refrigerated. Tuese are usually more or less fixed 
costs and do not vary with the length of haul. ‘Thus the longer the dis- 
tance hauled the lowor these costs become per mile, resulting in a tend- 
ency for transportation rates per unit to decline as distance increases. 


There is somewhat greater risk in hauling milk than in hauling 
butter -- milk has to be handled with mors care and speed. For this 
reason 4 particular transportation azeney may charge a higher rate for 
hauling an equal volume or weight of fluid milk than for butter‘or evap- 
orated milk. 


3, Rute Schedules. Many transportation agencies, especially 
railroads, do not arrange their rate schecaules by wiles, but by zones. 
It is thus possible that the rate will be the same on milk hauled 101 
miles and 120 miles. 


4. Topography of Country. Transportation costs per mile are 
usually somewhat higher in mounteinous and hilly country than in.flat, 
level country. Tuis is due to the fact that more fuel is consumed, 
fuel costs are themselves high, there is more strain on vehicles and 
speed is greatly reduced. The condition of the roads is also important. 
Marrow, winding roads greatly reduce the speed of trucks and to a certain 
axtent regulate the type of trucks that can be used. 


5. Vulume of Milk. ‘Juore dairies are small and scattered, tno 
costs of collecting milk are considerably higher than vhere production 
is more concentrated. Frequent stops to pick up small quantities of 
milk and 2 long distance between stops materially increase nauling costs. 
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Reilroads usually charge different rates, depending upon vthether the 
commodity is hauled in carlot or less than carlot units. 


6. Labor Gonditions. An important part of hauling costs is 
the expenditure for truck drivers and mechanics. Jn cities where labor , 
is cheap, rates may be somewhet lower than where wages are high. 


7, (egoline and Trucks. The prices of gasoline, Ol voecke 
and spare parts vary considerably in different parts of the country. 
This may have a material influence on hauling costs in different local- 
itics. 


8. Control of Hauling. In some markets, all transportation is 
handled by one agency or by not more than two or three agencies. This 
reduces overlapping of routes to a minimum and should result in lower 
unit operating costs. In other markets, each producer or each distribu-~ 
tor undertakes to make his own hauling arrangements. In such markets, 

a treat deal of overlapping may occur. -fficient use is not made of 
transportation facilities, and consequently rates will tend to be higher 
than where there is centralized control of hauling. 


The foregoing serves to indicate some of the factors that affect 
the transportation rate structure for milke 


E, The price structure as affe ected by the type of sanitation 
regulations. , 


Sone of the factors that must be taken into: account in de- 
termining how sanitation requirements affect the orice structure for 
milk in different milk sheds and for a particular shed are as follows: 


(1) The sanitation regulations in force in the milk shed. 
eanitestian regulations are much more stringent in some markets than in 
others. There is, thercfore, no possibility of developing a generally 
applicable cost figure which could be applied to the price structure for 
milk within a particular market and used: in the practical determination 
of milk prices within a particular milk shed. 


(2) Ths cost of movting sanitetion regulations, even though 
the regulations are the same in some merkcts as in others, may be widce 
ly different. Labor and material prices may vary materially between 
different markets, so’ that, even thoush the rezulatious may be exactly 
the same between particulur markets, the cost of mveting the sanitary 
regulations may vary materiaily. 


(3) In addition, health and senitation retulntions may be 
of such nature as to permit oniy those producers located rolatively near 
to market to qualify as fluid milk producers. For examplo, the imposition 
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of a rbgulation requiring that fluid milk shall be delivered to the con- 
sumet within a given number of hours from the time it is produced would 
automatically set a maximum distance over which milk could be trans- 
ported and might reduce materially the area from which fluid milk could 
be shipped to the market. In this case the price for fluid milk would 
increase until consumption was reduced, or until production within the 
area was increased, or both, to the point where the market would just 
use the milk produced within the new zone. This, of course, would in- 
crease the price spread between fluid milk and the product equivalent of 
milk used in other dairy products f.o.b. the market, and would increase 
the farm prices of fluid milk relative to the farm price of milk used an 
the production of other dairy products. 


Also, sanitation regulations Imay not increase the costs of meeting 
the sanitation regulations by the same amount per unit of product on all 
farms. Some farms are better equipped than others and hence have smaller 
additional expenditures to meet requirements. Large dairies can ordinar- 
ily utilize equipment more economically and, therefore, their cost per 
unit for milk houses, cooling equipment and other outlays commonly 
required by health and sanitation regulations is lower. Such dairies 
have their competitive position improved by the raising of inspection 
requirements and may increase their production. Others may tend to shift 
to cream, or butter production, rather than make the additional outlays 
hecessary. Depending upon these effects on supply, zones from which the 
various products are shipped to the market may be either enlarged or 
reduced by the imposition of or changes in the sanitation regulations. 


“hile this discussion of the price structure has been developed 
entirely in terms of transportation costs and costs of meeting health and 
Sanitation requirements, it should be apparent that variations in costs 
resulting from other causes will work out in practically the same manner. 
The important distinction is between the effects on the price structure 
of those costs which vary with distance from merket, as does transporta- 
tion, and costs which are likely to be rather uniform regardless of 
distance from the city. The influence of each of these types upon the 
price structure for milk is illustrated in a general manner by this 
analysis of transportation costs and costs of meeting health and sanita- 
tion regulations. 


Variations between farms, such as those due to available equip- 
ment, type and condition of herds, type of land, labor supply and even 
personal preferences, will parkiariy determine teh a armers will 
produce milk for the various uses. Also the relative significance of 
these latter factors becomes greater as class differentials become 
smaller near the boundaries of zones. Therefore, their principal effect 
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is to cause the boundaries between the areas in which the several classes 
are produced to be less clearly defined than would be indicated by the 
simplified example set forth in’ the analysis. 


(4) Also, there are higher sanitation regulations for fluid milk 
than for cream in some markets. This operates to establish higher 

supply-prices for milk produced: for use as fluid milk than: for milk pro- 

duced for use as fluid cream... - ; 


The foregoing serves to indicate in a general way the manner in 
which sanitation regulations affect the price structure for milk within 
a milk.shed, and how differences in the senitation regulations may affect 
the price structure in different milx sheds. . 

F. The price tructure; decentralized processing - uniform 


Ss 
quality requirements = Varietions in production. 

The manner in which the: transportation rate structure and sanita- 
tion regulations affect the price structure for milk within a milk shed 
has been set forth in.some detail in the preceding pages. In order to 
approach more nearly, the. price structure for milk as it actually exists 
‘in many milk markets consideration will be given to the price structure 
under the conditions that prevail when. the assumption that there is no 
variation in production is dropped. 


There are marked variations in the production of milk, which are 
perhaps most easily classified on the basis of time periods, such as day 
to day, week to week, year to year, and long time variations. There is... 
some day to day variation in production, although this type of variation 
is undoubtedly negligible. The seasonal variation that takes place in 
milk production within most milk sheds 6/ is marked, production in the 
fall and winter months usually being much less than production in the 
spring and summer months. This type of variation is due largely to such 
factors as (1).the greater supply of succulent feed available during the 
pasture season, (2) time of freshening of cows, (3) inclement weather 
during the winter incnths, etc. In some areas, the seasonal variation 
in production, is much more extreme than in Sunenate and even within the 
same area, production often shows a more marked seasonal variation in 
some regions than others within the area. -- . , 


Year to. year changes in production are due to such factors as 
(1) differences in feed production conditions that are associated gen- 
erally with differences in weather and growing conditions, (2) shifts 
into and out of the dairy business due to changes in the relative 
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6/ Ross, W.. As, Cornell University, Avril. Exp. Station Bulletin No,oe7; 
also based on production data secured with respect to the markets 
operating under Federal milk licenses. 

ay Based on production data secured with respect to the markets oper- 
ating under Federal milk licenses. 
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profitableness of milk production as compared to other types of agricul- 
tural production, (3) other factors that mey operate intermittently, 
such as the imposition of a sanitary regulation to the effect that all 
milk sold in the market as fluid milk and cream must come from cows free 
from tuberculosis, which may operate to cause a marked decrease in the 
number of milk cows within the area, reduce production within the area 
quite markedly for a short period, and necessitate a temporary increase 
in the size of the milk shod. 


Cyclical and long-time changes in production are probably asso- 
Ciated with long time trends in demand, such as changes in the consuming 
habits of the people, the ebb and flow of population in urban centers 
and other factors such as changing opportunity cost relationships and 
type of farm organization and operation which set the limits of expan- 
sion of production within a given area, etc. 


Seasonal variation is one of’ thé most important types of varia- 
tion in production. For purposes of presentation, therefore, the 
Manner in‘which seasonal variation in production affects the price 
structure for milk within e milk shed is considered, with all ,other 
types of variation in production noted above held constant. — 


For most milk markets the volume of milk sold to consumers as 
fluid milk and cream varies somewhat from season to season, but the pro- 
duction of milk varies much more seasonally. Thus, during the period of 
low production, the production of milk within a milk shed may be just 
suffictent to meet market requirements (an amount about ten percent in 
excess of average daily sales), while during the season of flush produc- 
tion the volume of milk produced within the milk shed is usually far in 
excess of market requirements. 


For purposes of presentation, it is assumed that (1) during the 
period of low production the volume of production within the 100-mile 
zone (see Figure 5) is equal to market requirements for fluid milk, 
(2) the sanitation regulations are the same for all milk regardless 
of the form in which it is sold, (3) production varies seasonally, 

(4) there is no difference between the seasonal production curves of 
individual producers, and (5) there are no variations in consumption 
other than daily. Under these conditions, there are several lines of 
procedure which distributors might follow with respect to purchasing 
milk from producers, such as (1) expanding and contracting the area 
from which milk is secured inversely to the expansion and contraction 
of milk production, (2) taxing all the supply of milk produced within 
a given area (wherein the supply during the period of low production 
is just sufficient to meet the market requirements for fluid milk) 
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8/ For ease in presentation, the examples used to explain certain 
points are stated in terms of fluid milk only throughout the 
remainder of this paper. The same treatnent is applicable in 
a general way to other dairy products. 
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end paying producers prices low enough to enable distributors to secure a 
high enough margin on fluid milk to cover the losses incurred in hand- 
ling manufacturing milk during the perisd when. supplies are larger than 
fluid requirements, or (3) purchasing milk from producers under a price 
arrangement which encourages producers He produce an even volume of milk 
throughout the year. 


If distributors elected to Secure their market requirements for . 
fluid milk by contracting and expanding the area from which they draw ; 
their supplies inversely to the seasonal variation in production, 
refusing to take the preduction of distant shippers during the season of 
low production, the zones from which fluid milk would be drawn at differ- 
ent periods of the year would show marked difference from that shown in 
Figure 5. If, during the period of low production the. volume of milk 
produced in hie area within 100 miles of the market were sufficient to 
meet fluid’ requirements, the volume of milk produced within this zone 
would be far in excess of fluid requirements during the period of heavy” 
production. For example, if the volume of milk produced during the 
peak production peried were 40 percent above that produced in the lew 
production pericd, the milk shed would be markedly contracted, arout 40 
percent in area if the density of production were constant Tinone bone 
the area, but more than this if, as is often the case, the density ef 
milk production declines as wieteace. from market increases. 


Assuming that the price ofumil ik during the low preduction period 
Here 22.05 1.6.6,.eity, iand ‘the farm price structure the same as that 
indicated in Figure 5, tue f.0.b. market price during the period of 
high production would be less than the f.o.b. market price during the 
season of low production by an amount equal to the saving in trans- 
portation costs involved in securing the supply of milk closer to the 
market during the flush period, and would vary between these limits 
during the year, depending upon the extent of the area wherein the vol- 
ume produced was needed to meet fluid requirements. The farm prices 
would vary in the same menner, being equal to f.o.b. market prices less 
the cost of transporting wzilk to the city. 


There are several factors, however, that. operate to cause dis- 
tributors to secure their milk from the same area throughout the 
year, rather than expanding and contracting the geographical scope : 
of their operations to secure only that milk needed to meet fluid 
milk requirements. It is a matter of grave concern to. the distributor 
that he be assured of a volume of milk sufficient to meet his market x 
needs. Therefore, the risk involved in dropping a source of supply 
during the season of flush production, when it is practically certain 
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that that source will be needed durthg the season of low production, is 
a factor operating to check such action, since the distributor can 
never be certain that some competitor will not immediately furnish the 


. Shippers he dropped with an outlet for their milk, thereby forcing him 


to seek even more distant sources of al eles the season of: low 
production. 


Another factor of importance in this connection is ‘thet fen oer 


to the costs of procuring milk from a rather constant area, as compared 


to the cost of procuring milk from an area that varies markedly through- 
out the year both in geographical extent, and the numrer of individual 
sources of the raw material. It dou toad y costs less to procure milk 
from an area that stays rather constant with respect to geographical 
extent and number of producers, than from an area that varies markedly 
throughout the year in geographical extent and number of producers. 
Some of the savings are: (1) there are fewer field men needed te con- 
tact producers and secure their patroiage, (2) bookkeeping and office 
expense is lower due to the fewer number of producers for whom accounts 
must be kept, statements must be prepared, and to whom payments must be 
made, (3) fewer laboratory tests have to be made, resulting in savings 
in laboratory technician labor costs, laboratory supplies, etc., (4) 
fewer individual containers have to be handled, involving:-savings in 
receiving labor, can washing, and sampling, and (5) there is less cost 
involved in furnishing various services to producers. It appears, 
then, that distributors can afford to pay producers a premium for even- 
ness of production, so that they may, through the payment of such 
premium, secure the volume of milk needed by them to meet their fluid 
milk requirements from an area smaller in extent geographicadly, and in 
numbers of individual sources of supply, rather than securing their 
supply from an area that contracts and expands markedly as production 
decreases and increases seasonally. The amount of the premium distrib- 
utors ean afford to pay in this connection is the difference in the 
costs of procuring their milk supply from an area that remains practi- 
cally constant in geographical extent and in number of individual 
sources of supply, and the cost’of procuring milk from an area that 
varies markedly in geographical extent and the number of producers 

from whom milk is purchased. 


There is another factor that exerts a tendency to cause the dis- 
tributor to pay producers a premium for evenness in production. It has 
been pointed out previously that a volume of milk perhaps 10 percent in 
excess ef average daily sales must be brought to market to meet daily 
variations in the volume of milk sold to consumers as fluid milk. [In 
order to handle this volume of excess milk, which might be termed the 
daily operating reserve, the distributor has to integrate a by-product 
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enterprise with the main enterprise, or find some cther channel of dis- 
posal. However, as far as this operating reserve is concerned, it is 
of such constant volume!/ that efficient methods of disposal as manu- 
factured preducts can be developed. It is the marked variation in the 
seasonal excess and the difficulty of handling it efficiently that is 
an important factor in leading distributors to endeavor to secure a 
more even volume of supplies. This arises because more. efficient 
‘methods of handling the excess can be developed when the supply is con- 
Stant than when it varies markedly. Thus, during the season of flush 
production the distributor has to convert te other uses, or someone 
élse does it in his stead, a volume of milk that mey be several times 
as great as the. volume so converted during the season of low production. 
This may be’ Pomons Leased by reference to some assumed figures, as 
follows: 


1. The volume of milk sold daily as. fluid milk throughout the 
year is 10,000 pounds. 


2. The volume of milk brought to market is 11,C00 pounds (10 
percent of average daily sales needed to meet. daily variations in fluid 
milk sales) in the season of low, production and 14,0CO pounds during 
the -season of. flush production. 


The volume of milk that is diverted to uses other than fluid 
milk is therefore 1,000 pounds per day during the season of low produc- 
tion and is 4,000 peunds per day during the flush period, or 3,000 
pounds greater than during the low period. This is entirely a seasonal 
excess (3,COO pounds of the 4,000), and represents an increase in the 
cutput cf products other than fluid milk of 300 percent. Of course, 
under actual conditions, the increase in the volume of milk diverted to 
uses other than fluid during the flush seasen will te dependent upon 
the actual seasonal variation in production, which will, in seme cases, 
be greater, and in other cases less, than indicated in ae above 
example. 


The seasonal exosss in productien therefore raises serious 
questions as to how it may be handled efficiently. It undoubtedly 
costs far more te handle a vclume wf excess milk that fluctuates 
markedly from season to season, as does a seasonal excess, than it 
costs to handle a volume of excess milk that, remains Wauher constant 
from seascn +o season. This is due to the fact that equipment, and 
in many cases labor, musi be aveilable to hendle «a peak load far in 
excess of the load during the peried of low preducticon when: only a 


small volume of milk, equal to about 10 percent of average daily sales, 
oe 
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of Assumed, hut practically all available data indicate’ that it is 
actually quite constant. 
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is converted to uses other than fluid milk. The distributor, therefore, 
can afford to pay a premium for evenness of production in addition to 
that already noted, the size of the premium being approximately equal 
to the difference in costs’involved in handling a constant volume of 
excess (the operating reserve) as compared to handling a widely fluc- 
tuating volume of excess milk (the seasonal excess). 


The foregoing indicates that distributors are able te pay a 
premium for evenness in production. It appears that it would be a 
“wetter of indifference to distributors whether they paid a given sum 
of money, including premiums for evenness of supply, to secure a par- 
ticuler volume ef milk, or paid a sum of money about equal to the former 
for a similar volume of milk, the latter sum, however, being paid partly 
to producers delivering an uneven volume of miik, and partly for extra 
costs involved in procuring milk from an irrégular area. In the former 
case, the farmer gets a higher percentage of the total volume of money 
expended for milk purchases and operating costs by the distributor than 
in the latter case, but total costs to the distributor remain about the 
Same. It is probable that it is a matter of indifference to distribu- 
tors whether they pay out a given sum of r money in the one mannér or the 
other. If distributors elect to secure their milk supply without pay- 
ing producers a premium for evenness in production, it is evident that 
the seasonal variation in producers' prices would be quite marked. 


It is, ‘obviously, more economical to secure milk that is to be 
sold as fluid imllk from sources near the market and to process the 
seasonal excess into milk products other than fluid milk at points 
outside the area wherein production is just necessary to meet fluid 
requirements, since the cost of transporting the fluid milk equivalent 
of manufactured dairy products from any given point is much greater 
than transporting such products to Merket in finished form. - Of *eounrse; 
the extent of the saving will depend upon the size of the area and the 
oie. Thus Giring the period or fliish preaducvion, fluid milk would 
be drawn from a point much nearer to market (depending upon the 
Seasonality in production and relative density of production through- 
out the area) than during the season of low preduction. F.o.b. market 
prices for fluid milk during the year would vary directly with differ- 
ences in costs of transporting milk from different points within the 
area. Thus, if milk is transported only 50 miles during the flush 
period and 100 miles during the low period, f.o.b. market prices, 

assuming transportation costs of 1 cent per hundredweight per mile, 
would vary within a 5C-cent range during the year, being 50 cents 
higher during the period of low production than in the pericd of high 
production. Farm prices would vary in the same Manner, being equal 
to f.0.b. market prices less transportation costs. 


If, however, milk is, brought to the market in fluid form and is 
then diverted to more concentrated forms such as cream, evaporated 
milk and butter, the product equivalent of such milk will sell at 
prices f.c.b. the market equal to the price at which the product can 
be shipped to the market from distant areas. Thus, if the butter 
equivalent cf milk can be brought to the market from distant sources 
for 1.00 f.o.b. the market (farm price plus transportation costs on 
the butter equivalent of 100 pounds of milk), the butter equivalent of 
Milk brought.to the.city in-fluid form willesell) forsonty pelts O OME Os. 
the merket. The farm price of such milk would be materially less than 
41.00 per hundredweight. For example, if milk is shipped 50 miles and 
transportetion costs are 1 cent per hundredweight per mile, the cost 
of transporting a hundredveight cf such milk is 50 cents.. If the 
‘product equivalent ef such milk sells for {1.00 f.o.b. the market, 
then the farm price of such milk would be 50 cents. Of course, if 
such milk is shipped any great distance as fluid milk, the product 
equivalent f.o.b. the market may not sell for enough to more than 
cover transportation costs from the farm to the marxet. Therefore, if 
milk is shipped to the market. in-fluid form for any appreciable dis- 
tance and then converted to more concentrated products, farm prices 
for fluid milk are decreased appreciably. Under these conditions the, 
seasonal variation of prices paid producers would be much more pro- 
nounced than that obtaining under the conditions treated previously. 


G. The price structure, decentralized processing, special qual- 


ity ‘requirenents | for fluid milk — ~ vari iations in production. 


The seasonal vaziation in prices to producers would be even 
more marked then under the conditions treated previously if there were 
higher quality requirements for milk prodused for use as fluid milk 
than for milk produced for use in other products. 


This can be demonstrated quite readily by reference to the 
following example wherein it is assumed that (1) distributors bring to 
the market only that milk needed to meet their fluid requirements, 
which are assumed to be constant; (2) the area from which the fluid 
milk is drawn is contracted and expanded inversely to the seasonal 
veriation in production; (3) distributors contract with producers to 
take their inilk only fcr the periods wherein it is needed (obviously, 
under this sort of an arrangement the milk of some producers would 
ke used as fluid milk all of the time while that of others would he 
so used at only certain specified seasons in the year,; (4) the cost 


of mécting sanitation requirements, if ell milk were sold as fluid 
milk during the year, would-be 20 cents per hundredweisht per pro- 
dudger: (5) the alternative farm value of milk sold for any other pur- 
pose is #1.00 per hundredweight; (¢). transportation costs vary uniform- 
ly with distances, at one,cent per’ hundredweight :per mile; (7) during 
the season when the ‘milk of producers in outlying areas is not needed 
for fluid milk uses, there are plants available for manufacturing it 
into other dairy products. St 

Under these circumstances the total: yearly cost of meeting 
fluid milk requirements for outlying. producers, or, rather, for those 
producers who.sell their milk as fluid milk for a short period during 
the year, would have to be covered in.a much higher farm prjg for 
the months during which they sell their milk as fluid milk.—/ Under 
these assumptions, 4 producer selling Wis Wilk a@s fluga milk duping 
the entire year would incur only 20 cents per hundredweisht addition- 
2l expense for meeting sanitation regulations, On the other hand, the 
producers who sold milk as fluid milk one month of the year would incur 
equal expenses over’ the entire year, or approximately twelve times as 
great per unit for.the month during which such milk is sold as fluid 
milk. Thus, during the season. of low production the farm price must 
be sufficient to cover, during one month, the cntire cost of meeting 
sanitation regulations for the entire year, azhich, in the assumed caso, 
vould amount to approxinately, $2.40.per hundredwveicht above the altcrna- 
stive use -valuc for milk at:the farm. _The operation of this factor is 
depicted graphically in Fisure 8&8. 


Under these assumptions the f.o.b. city price (farm price plus 
transportation costs) ranges from $2.20 per hundredweight during the 
month of high production to $4.95 per nundredweisht during the month of 
low production. If, as assumed, Gistributors purchase a uniform quantity 
of milk per month, the weighted average price would be approximately 
$2.90 per hundrediweight. If, however, production within the area within 
100 miles of the market (see Figure 8) were uniform from month to month 
at a level equal to production during the month of high production 
obtaining in the example set forth above, the f.o.b. market price through- 
out the year would be 42,20 per hundredweight as compared to the weighted 
average price of %2.90 per hundredweight prevailing under the conditions 
as set forth in the previous axamplc, If, therefore, the distributor 
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-10/ Of course, part of the expenses of producing milk in conformance 
yith the sanitation regulations is fixed, and part of them is vari- 
able. This introduces an additional complexity, and probably oper- 
ates to change the seasonal price curve from that set forth in this 
analysis. However, it does not appear necessary to develop this 
point further for the purposes of this paper. 
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FIGURE &. - THE PRICE STRUCTURE FOR FLUID MILK WITH DECENTRALIZED PROCESSING, 
SPECIAL QUALITY REQUIREMENTS FOR FLUID MILK ASSUMED. 


could procure his milk supply from producers who produce a constant 
volume of milk throughout the year, it is to his best interest to do so, 
since he could secure his milk supply for less total cost then would be 
the case otherwise. iy 


It should be noted that the msrked seasonal variation in prices, 
which in any particular market would be different from that set forth 
above, depending upon the degree to which conditions in the market and 
the supply area vary from those assumed in the example, would in time 
be partially corrected by producers within the area changing their sea~ 
sonal output curves in order to sell a larger volume of milk during the 
period when prices are seasonally high. However, it vould be greatly 
to the advantage of some producers to shift their seasonal output 
curves, and little if any to othens, depending upon the type of farm 
organization and operation followed by cach. 


It has already bcen indicated that distributors can afford to pay 
producers in such a manner that ovenness in production is encouraged, 
due to the economies in procurement costs in securing milk from an area 
that is rather constant zeographically and in number of individual 
sources of supply rather than an area that varies markedly in gcograph- 
ical extent and in the number of individual sources of supply. Also, 
it has been indicated thet the economies involved in handling a minimum 
and rather constant volume of excess milk furnish an incentive for dis- 
tributors to pay producers in such a manner that evenness in production 
is encouraged, in addition to the incentive noted above. ; 


Heretofore it has been assumed, for purposes of analysis, that 
there is no difference between the seasonal production curves of in- 
dividual producers. This assumption is now discarded and the analysis 
focused upon conditions more nearly in accordence with those that pre- 
vail in actual markets. It is well recognized that there are marked 
differences between the seasonal production curves of different groups 
of producers as well as individual che ito HMI Thus, in any parti- 
cular mill market there are many producers “ho produce milk practically 
in accordance with fluid milk needs, while others do not. 
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11/ For purposes of prosentation and emphasis, tnis example has been 
oxaggeratud. 

12 Lininver, F. I’., Ponnsylvania State College, Agricultural ixperiment 

Station Bulletin No. 231, also based on unpublished data in the files 

of the Dairy Section. 
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A brief consideration of the types of distributors and pro- 
cessors operating within any particular milk shed will now be given 
in order to bring into the analysis the conditions which, taken in 
conjunction with those set forth in the two preceding paragraphs and 
in Part III of this paper, suffice to explain why milk suitable for 
consumption as fluid milk is brought to market, one part of which 
sells for one price, another part for another, etc., in short, the 
development of a system of class prices. 


In almost any milk market (except as is the case in those small 
villages and towns where practically all of the milk is distributed 
by producers) where the economy of the market has developed to the 
point that distributors have become specialized, different degrees 
of specialization obtain between distributors. Some distributors 
sell only fluid milk and/or. cream, others sell only fluid milk and/or 
eream and a relatively small volume of'-manufactured by-products (butter, 
cheese, ice cream, etc.) and still others sell some fluid milk and cream 
and sell a relatively large volume of manufactured dairy products. 
Within the same area, other processors produce and sell manufactured 
dairy: products entirely. In other words, all degrees of enterprise 
combinations are to be found, ranging from the highly specialized 
fluid milk distributor to the relatively as highly specialized manu- 
facturer of menufactured dairy products. The reason for such special- 
ization is, obviously, that the economies in organization and opera- 
tion gained through specialization are quite marked. This point needs 
no further proof than “hat evident to anyone who observes the present 
organization and opera: ton of industry, both agricultural and ron-agri- 
Cul vura ly. 


Under the above conditions, it may appear that it is to the in- 
“terest ofall fluid milk ‘distributors and all processors of manufactured 
dairy products within a particular aree to pay producers in such a manner 
that evenness in vroduction is encouraged rather than for specialized 
fluid milk distributore to do this alone. This is true to a certain ex- 
tent. tHowever, milk is bulky and perishable and the storage of milk is 
not economically feasible. On the other hand, manufactured dairy prod- 
ucts can be and are stored for relutively long intervals. Thus, manu- 
factured cairy products arc produced in largest volume during the spring 
and summer months and ere stored until they are moved into consumption. 
This tends to even out the scasonal variztion in the prices of manu- 
factured dairy products. Under these conditions the premium that could 
be paid producers of milk for use in manufactured dairy products to en- 
courage evenness in supply “vould be equal to the cost of storage from 
the flush production period until the product moves into consumption and 
the savines realized in manufacturing costs when the volume of product 


produted throughout the year is constant rather than varying. In 
addition, the supply areas of individual manufacturing plants are, 

in most cases, much smaller than the supply areas of individual 

fluid milk plants so that transportation costs do not affect farm 
prices seasonally to as great an extent as is the case with fluid 
milk. Also, there ars, in many cases, few sanitation requirements . 
with respect to the production, care and handling of milk produced 
for use in the production of manufactured dairy products; -and, in 
those causes where there are sanitation requirements with respect to 
mich milk, thoy are raroly, if ever, of such nature that farm pro- 
duction. costs are incrouséd markedly. Thus, sanitation requirements 
for milk produced for use in the production of manufactured products 
do not operate to increase the seasonal variation in the price of 
sich milk to any appreciable degrees, certainly, in any casc, to a 
much lesser extent than in ths case of milk produced for uso as fluid 
milk. These considerations suffiree*to* explain in a large measure why 
pricing systerls pointed to encouraging evenness in production. have 
not developed with respect to milk produced for use in the production 
of manufactured dairy products. 


In view of the foregoing, it appears thet there is a wide 
range in the incentive of different types of distributors to pay pro- 
ducers in a manner that encourages evenness in production. Tor spe- 
Cialized fluid milk distributors this incentive is quite strong and 
diminishes in strength in relation to the diminution in the degree of 
specialization of distributors until, in the case of manufacturers of 
manufactured dairy products, there is little incentive to purchase 
milk from producers for evenness so that cvenness in production is 
encouraged, Under these conditions fluid milk distributors ill com- 
pete with each other to secure the patronage of those producers who 
produce a rather constant volume of milk throughout the year so that 
these producers become associated with specialized fluid milk dis- 
tributors. Further, producers who produce a more variable volume 
of milk will become associated vith less specialized distributors. 
Stated in other terms, vhen producers are classified on the basis 
of their relative seasonality of production, they will tend to be- 
come directly associated with distributors in accordance vith the 
relation between the relative constancy of production of different 
classes of producers and the relative strength of the incentive of 
different classes of distributors to secure an even volume of sup- 
ply of the raw material, Thus, within.a.milk shed different pro- 
ducers will receive different prices for milk, such differences, 
after adjustments for location differences, being due to relative 
differences in the seasonal variation of production of different 
producers. Under these circumstances and providing economic forces 
have time to viork out their full effects, producers who produce 4 
relatively constant volume of milk througheut the year will receive 
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higher prices than those producers who produce a relatively more 
variable volume of milk throughout the year. Furthermore, the 
producers who produce a rolatively ‘constant volume of ii Le through- 
out the year. will tend to be associated sith highly specialized 
fluid milk distributors (highly specialized in the sense that 

the operating unit is engaged almost entirely in the distribution 
of fluid milk), while those sho produce a relatively more variable 
quantity will be associated ‘ith distributors who are less highly 
specialized (in the sonse noted above). 


Heretofore, no seasonal variation in consumption of fluid 
milk has been essumcd. The next step in the analysis is to examin 
how (1) various factors operate’ to cstablish retail prices for fluid 
milk at a practically uniform level throughout the year and ,. with 
small scasonal variation in demand, lead to tho development of the 
seasonal excess, and (2) ‘the manner in which the bargaining arrange- 
ments between producers and distributors affect the price structure 
for milk within a milk shed. 
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The Utilization of Milk in a Market as Influenced 
by the 
Nature of the Demand for Milk. 


Heretofore the analysis has been developed on the assumption that 
there were no variations in the amount of milk sold as fluid milk in the 
market from day to.day and season to season, hence, granting seasonal 
variation in production, it followed that, during the period of the year 
when production exceeded consumption, a portion of the milk produced for 
use as fluid milk in a particular area had to be diverted to uses other 
than fluid milk. This assumption is now dropped, and the analysis is 
focussed upon the determination of (1) whether there are variations in 
the volume of milk sold in the market* from day to day and season to 
season, (2) the factors that account for such variations, if any, and 
(3) whether such variations are or normally may be expected to be of 
sufficient amplitude to keep the total volume of milk sold as fluid milk 
in the market equal to the volume of milk produced for use as fluid milk 
in the area supplying the market. A solution of the problems noted 
above is to be found largely in a consideration of the nature of the de- 
mand for fluid milk and the manner in which milk is distributed to con- 
sumers. 


When considered in lizht of the usual supply and demand analysis 
of the factors affecting the price of any particular commodity, it might 
be expected that retail milk prices to consumers would be adjusted or 
changed from day to day and week to week as changes took place in the 
supply and demand situation. Stated differently, if, on a particular 
day of the week or during any particular week, milk supplies increased or 
decreased, it might be expected that retail milk prices (assuming no 
change in demand) would vary inversely to the changes in supplies, 
especially in view of the fact that milk is a highly perishable product 
and cannot be stored advantageously. 


As far as actual supply and demand conditions are concerned, there 
sre relatively large day to day variations in demand ney and relatively 
small day to day variations in supply. Under these circumstances, it 
might appear that there would be marked variation in the retail price of 
milk from day to day. However, it is probable that this pricing proced+ 
ure would necessitate a type of market organization or mechanism whereby 
buyers and sellers would meet, or through which buyers’! day to day demand 
schedules and sellers! day to day schedules of reservation prices would 


LS This point is developed in more detail later. 
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be made known and would operate to adjust prices in accordance with the 
day to day supply and demand situation. This type of market organiza- 
tion or mechanism would be somewhat enalogous to the present produce 
exchanges. However, such procedure would be markedly different from 

the present procedure through which day to day retail prices not only of 
milk but of many other products are established. . 


Milk is generally distributed to consumers early in the morning, 
and numerous milk routes are ‘necessary in order that customers be 
roanched. A driver on’ a milk wagon cannot ascertain what the demand for 
milk will be on his route until he has completed deliveries. Thus, as a 
practical matter, it is impossible for'him to adjust his prices in 
accordance with the demand situation as he finds it. The same consider- 
ations apply to the distributive enterprise ass whole. If the demend 
schedules of consumers on each milk route, and.the aggregute demand . 
schedules of consumers, purchasing from each distributor and for the mar- 
ket as a whole, were known, and accurately predictable from day to day, 
then the desler could (in theory) quote prices each day on the basis of 
day to day chenges in the day to day supply and demand situation. As 
practical matter this procedure would be’ extremely unworkable. Tho 
highly technical nature of the annlysis thet vould be necessary if such 
procedure were to be followed, the cost of such precise analysis (which 
would probably have to be detailed cnough to allow the determination 
and forecasting of the demand schedules on many, if not all, milk 
routes), and the puirtinlly indeterminate nature of the results secured 
would preclude following the procedure outlined. The only practical 
procedure is for the distributor to quote prices for a longer period of 
time, rether than to quote prices dsily. This is the procedure dis- 
tributors actually follow and, under these circumstances, day to day 
variations in the demand for fluid milk (day to day variation in 
supplies i4/ are negligible) sre manifest in variations in day to day 
purchases by consumers nt e constant price, rather than being minifest 
in day to day varintions in price. 


It may appeer, when weekly: and monthly periods are considered, 
that retail prices would chenge in response to weekly and monthly 
changes in the supply 2nd demand situntion. However, retnil prices 
remain constant for relatively long periods. (See Table 1.) The 
reasons for retail prices remeining constant for relatively’ long 
periods of time, rather thnn boing reduced so thet the sensonal 
increase in the volume of milk produced for use as fluid milk which 
takes place during the summer months in most milk mrket supply reas 
is moved into consumption =s fluid milk, ‘will now be examined. The 
explanation. of proctically constant retail. prices of .flvfid’ milk is to 
be found mainly in the neture of consumer's response to changes in 
prices and, arising mainly therefrom, the sales and price policy 
followed by distributors. 
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14 This is not to say thxt supplies do not chynge from day to day, 
since there is = trend in dsily supplies thet is seasonnl in 
character. However, this trend is small when considered on a 
daily basis. 
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Table 2. Number of periods during, which 
retail price of milk remained 
unchanged for a year or more 
in principal milk markets. 


Percentage which 
Period during which price remained unchanged: the period dur- 
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Based on data secured from reports of the Bureau of Labor Statistics, United 
States Department of Labor. : ‘ 
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Statistical investigations hnve-in general«indicgted that tho 
demand for fluid milk by:consumers ts very inelestic; that is, that 
the change in the quantities of milk teken, following increases or 
decreases in price, is relatively very smell. Two published mes egy, 
for ths Chicngo and New York markets indicate that, during the period 
covered by the studies, when consumers recognized the necessity for 
changes in the reteil price of milk, = one cent change in the re ail 
price of milk per quert hrd « very slight immediate effect on sales 
nd this effect: was considerably diminished after five or six weeks. 


Evidence relative to the influence of price chunges upon milk 
seles has been -obtained -from an examination of the milk sales by dis- 
tributors purchasing from cooperative associetions in Baltimore, Mary- 
land, Boston, Massschusetts, and the Twin Cities, Minnesote. In these 
. @ities.the cooperative associations hr.ve 2 considerable share of the 
‘business of the market and changes in their sales -re no doubt repre- 
sentative of the merkst as 2 whole,.. These datr were .antlyzed by com- 
paring the sales in the enlend=r month preceding the price change with 
the sales in the calendsr month following the price change, i6/ after 
adjusting for the influence of the average seasonal veriation in sales. 
Indexes of seasonal variction were calculated by the median-link- 
relative method, omitting the months in which price changes occurred. 
The campared months have been 2djusted by dividing each by its corre=- 
sponding seasonal index. The results of the analysis are given in 
Tables 2 to 4. 


Examination of the date shows that usually a change in price 
results in an opposite but much smaller change in sales. In Boston, 
there were fifteen price chenges (eight decrenses and seven inereases ) 
during the period Merch 1922 to September 1931; in Baltimore there 
were only two chenges, ong decrense and one incresse; and in the Twin 
Cities market there were seven decrenses and three increases. Changes 
in sales. in Boston were directly usssocisted with changes in prices in 
four cases instead of being inversely associated ss would be the case 
if other conditions remained the same. These four exceptions 
followed price chiunges occurring in July 192%, April 1928, July 1L9s9 
end August 1931; and there were four exceptions in the Twin Cities 
market in March 1926, November 1927, Janusry 1931 and March 1952. 


1s/ Ross, H. As ‘The Marketing of Milk in the Chicsgo Dairy District. 
Til. Aer. Exp, Sta: Bull. 269,. pp, 505-510, Logde 
Ross, H. A. Some Factors Affecting the Demand’ for Milk and Cream 
in the Metropoliten Area of New York. U. S. Dept. of Agr. Teehs 
Bulls 73, pps 44-47, 1928, : 


18/ In some cases prices changed each month for two or more consecu-~ 
tive months. In these cases, the sales in the calendar month 
preceding the price change were compared to the cnlendcr month 
following the last month in the series of consecutive monthly 
price chenges. 
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"Table Be wbaenges in sales/of Tluid milk 


following changes in retail prices, 
Baltimore, Maryland, September 1926 


to May 1931, inclusive, 


; : Sales a tek OF 
Month + (S0eday semen geasonal varia-:adjuste 
: 2a/ tsales 


basis) 


TeeLOnal 


eee 


J; 


° 
° 


71,000 gallons: Percent “$1,000 gals: 


me eee eae es 
° 


eericmoer 1026 2 \.1,5447 5 * 00.8 


November 1926 :; (1,510 


cs 20 @e8 of 


Percent change ; 


March 1931 : ae tol : 100.2 : 


May 1931 : 1,462 $ 
Percent change : 
Absolute aver- 


age percent : 3 
ay | : 


ee 


Table 165 Appendix. 

Table 17 Appendix. 
Computed from, Columns 1 and &. 
Table 19 Appendix. 

Represents average of percentage 
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sSeasonally; Retail 


prices 
per quart 
Gents 

13 

14 

+727 

14 

ae 


~14.3 


11.0 
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changes without regard to signsSe 
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Table 4. Changes in sales of fluid milk following 
changes in retail prices, Boston, Massa-~ 
chusetts, March 1922 to September 1931. 


: Sales : ; 
roe : (SO0-day :Index of ‘Seasonally :Retail prices, 
ree , smonth 7 sseéasonal a7 be tal :per ie ehaew| 
:basis) / .i:variation ~ :sales = ; 
Mill. lbs: Percent <:Mill. Lbs. ¢. Cents 
' . é ; . = ' = 3 e r . 4 , 
March 1922 _ Eee te os, * 9666 2 SOBRE OS ek 13.5 
May 1922. Rate Bee eos 9909 : Pee PM. 1260 
Percent change : ; Sy heey : - 744 
June 1922 | sic BONO yaar ot pe ee nM ia ies pene 12.5 
Mumust) LOR | yt BRO eet 108.2 ree : LS 
Percent change : : : -4,.3 : + 8,0 
Marah L926) ye 28.0) a: TOE Or Eo ene 14.5 
Mey 1923 : 596. ¢ 9969 : 2507 ta Een! 
Percent change : ‘ esl eetety : ~ 6.9 
June 1923 bathe le COs Owe WELOR SO” Menta tae : tee 
September 1925. 3: Boe eel eye 100.5 . foe 3. 14.5 
Percent change : ae ee Gee : te ot 
sii Zt : - 
Oetober 19825 ' 3 eae 100.4 : Ene ; 14,5 
May 1924 le VEY or pennny Pte ehemee le co - 25.00 : ie 
Pereent change : : : +727 4 “17.2 
June 1924 : PAC Pe : 102.8 ‘ 20.0% : ve 
October 1924 5 Boel OO ea. : “GA60 Hie 14.5 
Percent change : : -5.9 : +20.8 
February L925 : 24.6 : 97.6 : 2022 : 14.5 
April 1925 : Bare : Gi ee ; 20.9 3 15.5 
Percent change : ? ‘ +208 : - 6.9 
Borie LOZO : BO ar : Wary : 2089 : Fe 
June 1925 4 28.0 : 102.8 $ whee oi Lo 
Percent change 3; : : +5.0 t 7 Oe 
Tune 1925 2 TN Sere) OAD Haiciahs Ae ind mean 13 
September 1925 . 20.7 ; 100.5 : 2026 14.5 
Percent change : ; : Od eS 
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Table 4." (Continued) 


Sales 2. i a : 


: + (30-day: :Index of :Sensonally :Retail prices, 
Month 
smonth a ssernsonal 2 Fe eas) sper oe 
pe Danis) har NAA OSA OMe! ) TsAl eS ier nn so Nae 
sMill. lbs.:. Percent sMill. lbse : Cents 
October 1926 . . 2824 : 100,4 ‘ 28.5 4 14.5 
February 1927. a : Ces oa 97.6 S 2000 . Ww 
Percent change : : : +0. 7 : ~ Bet 
June 1927 eh We eC SORA Oe eae ti eeee 14 
March, 1928 ene or) : 98.5 . 29.9 4 LbsO 
Percent change ; ; : +620 +10.7 
March 1928 <i. 2900 rs 98.6 $ 2909 ° Leys 
May 1928 ey gee wo : 9940 : 29.6 * 14,9 
Percent change : : : -1.0 4 ~ 6,5 
June 1928 ec or ea, LOnsee ns, Aged, : 14.5 
September 1928 4 De : 100.5 4 2909 t ahs KS 
Percent change : +0.7 : + 6.9 
November 1930 peal’ pitt) » wl ol Reo 15.5 
March 1931 : 00.8 Pe 98.6 : 50.6 : 12.9 
Percent chenge ; : ; +59 ; ~19,4 
Bae ola te te Pp BleGatad. © L0G.G ». 2.) 29.6 :; 12.5 
September 1031 +: 350.1 He 100.5 sou 5060 : 13.0 
Percent change : : . +123 $ + 8,0 
Averaze percent~ : $ : $ 
sige change ey ‘ 4 $ OG : hdl ye 
Average percent : | : - ; 
age change L/ ; : ; +008 : - 9.09 
Absolute avernce : : 
percentage, : ; : 4 
change 7/ : : : Zs) : Oe 


Tible 20 Appendix. 

Table 17 Appendix. 

Computed from 1/ and Le 

Table 21 Appendix, 

Represents average of percentage increases in price .th:t were asso- 
ciated with percentnge decreases in sales. 

Represents average of percentuge decrenses in price thet were asso- 
ciated with percent=ge increnses in sales. 

Represents average of percent*ge chenges in price or in sales, without 
regard to signs, th:.t were associated with opposite chsnges in sales 
OPIN PEL. 
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Table 5. Changes in sales of fluid milk following changes 


in retail prices, Twin Cities, Minnesote, March 
1924 to August 1952i°- 


; Sales > Index of  : Seasonally : Retail 
Month and A eraabannine Aaa} : -seasonel 2/' Ra : prices 
: ‘basis ; variation sales . : per quart— 
: Percent ;Thousand pounds: Cents 


+Thousand pounds 
it needed ae Me sl 


. ry « 
e ° ° 


MTOh yn Ste tiie Ook ned Mri ae Rien a ; st dees ea es 
May, 1924 ver 11,720 ; 99.5 ; thie 70 aa 10 
Percent change , “: , ‘ ee . Me 1 ie + Died = ¢ - 13.0 
July, 1924 : 14 Be eo) ee ye Ne AA alae i) 
September, 1924... 11,788 Asmat se Ap SNES woah gts ee i 
Percent change ; ; rie aie vege. eee rere 
August, 1925 ie Pe SVC st Me Cae aah eGo. = els 
Detover, LYZ5’ | ; te 40254 “) GAOe oo i bles: Vonker 12 
Percent change’, : : Mss ies ve ok ee 2 oS He nertae 
December, 1925 ‘i 41,861 yo.) at >be 12,103 : ee 
March, 1926 lavas to. OuGl.. 2 al@dedes Mk Og. 1 
Percent change |. : aie CA a a © rl 
August, 1927 sakes ER ely hg uaiera nba e ssh ctabiee Peer es sal 
November, 1927 ; 12,608 : LOL. 7 2 ee owe tas ilies 
Pereent change . : ee rN tes + 1.4 ee eer 
December, 1929 . ; Le, YSU ; eis A) : 13,245 ; bas 
February, 1930 : TS oe : ES 6 i et 8, ; By oe : a i 
Percent change : . : - + 1,4 : -~ 8.35 
Octover, 1930... i La, OA ma phe ee 1 Se eyes «Ss ove 
vanuary, 103) ~. : ie, cer. 98.8 ° eee: 7s 10 
Percent change : ‘ 2 oa . : nora) ons es - O21 
November, 1931 : 12,724 ‘ LOL? : ee One : 10 
January, 1932 ; 12,203 : Wclevy ot : : pero : 9.9 
Percent change ; : i et agg as Sk ia 5 
January, 1932 Re Leone ees 98.8 : calli tete tows : 9.5 
March, 1932 : 12,543 of OA een arora hs Bee Sey. 
Percent change : : : ne an Oe : - 10.5 
June, 1932 ; 12,534 : 98.1 ; deer i 8.9 
August, 1932 a Leyte $ 99.1 : 12,832 : 8 
Percent change ‘ ; + 0.4 os on) WG 
Average percentage: ; omg : : 7 

change 5 : : : eyes 2 EO SG 
Average percentage: : ; : : 
change 6 ; : tie re - 9.5 
Absolute average .: : es < i 
percentage ‘ ae ' : 

change 7 ‘ : : 2.44, : 9.5 


Table 22, Appendix. 

Table 17, appendix. - 

Computed from columns 1 and &. 

“Fable 23, Appendix. 

Represents average of percentage increases in price that were associated 
with percentage decrcases in sales. 

Represents average of percentage decreases. in price that were associated 
with percentage increases in sales, 

Represents average of percentage changes in price or in sales, without 


regard to signs, that were associated with opposite changes in sales or 
In pr ice, ee 


3/ 
3/ 
6/ 
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These unusunl casés occur in periods when business conditions were 
changing rapidly and appear to be adequately explained by changes in 
these conditions. 


Date contained in the reports of the Merket Administratorsfor 
the various markets opsrating under Federal licenses also provide 
some indication’ of the consumer response: to price changes in these 
markets. Only those markets where Class I milk was defined as whole 
milk, sold or distributed for consumption as whole milk, and where 
the size of the sales area has remained constant are considered. 
These data have been received for such a short period that it was im- 
possible to compute a satisfactory index of seasonal variation and 
adjust seles for seasonal variation, except where other sales data 
from the same market where available for earlier periods. 


The results of this latter study must be interpreted with some 
caution since there are other factors than price which influence 
sales. Sudden ‘chenges in tempernture influence the volume of milk 
sold. There is a seasonal variation in totel fluid sles, which is 
in part influenced by the vacation movement, and this in Turn is 
affected by the prosperity of the community. Moreover, ina period of 
several months in recent years business ‘conditions and consumer in- 
comes have changed materinlly. : These considerations limit somewhat 
the significance of the results of the study. It is important £0 novar 
however, that the results supplement the results obtained in the other 
studies, showing that changes in price are associated with changes in 
fluid milk sales, and that the changes in prices are relatively much 
greater than the changes in sales. The data are shown in Table 5 and 
indicate that an average chonge of 3.4 percent in sales is associated 
with an averagé opposite chenge of 12.3 percent in price. 


It appears from the foregoing that the demand for milk is high- 
ly inelastic, especially when retail price changes are relatively 
small. When price chenges are relatively large, it is probable that 
the change in consumption may be somewhat greater than when the changes 
in the retail price are relatively small, although the change in sales 
is probably less than directly’proportional to the change INT PrVves, 
although the data that are availmble relative to this point are incon- 
elusive, 1? Stated differently, while‘the demand for milk is less 
inelastic when large, rather than small; price changes are considered, 
the coefficient of elasticity of. demand’.still appears to be considor- 
ably less than unity. 


L? See also Ross, H. A-, Some Factors Affecting the Demand for Milk 
and Cream in the Metropolitan Ares of New York, Technical 
Bulletin No. 75, U. S. Department of Agriculture. 


Table 6. 


oS 


in ‘specified cities. 


Salés area and period 


at 


Boston: 
April 1934 to September 1934 
October 1934 to February 1935 
Percentage change 
March 1935 and April 1935 
Percentage change 
Deprol ts 
April 1934 to June 1934 
July’ 1934 to February 1935 
Percentage change 
March 1935 
Percentage change 


Evansville: 
May 1934 to September 1934 
October 1994 to Merch 1935 
Percentage change 


Grand Rapids: 
August 1934 and September 1934 
October 1934 to Mareh 1954 
Percentage change 


Kalamazoo: 

July 1934 to November 1934 

December 1934 to February 1935 

Percentage change . 
March 1935 . 
4 Percentage change -: 

Absolute averege percentage 
change, <2 


Tables 24 to 28, 


u Adjusted for seasonal variation. 


inclusive, appendix, 
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; Estimated aver- 


age daily 


rs 
e 
. 
e 
. 
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Summary of changes in sales and in prices 


Retail delivery 
price, per 


Class I sales quart 
Pounds Cents 
1,618,000 : 1} 
1,592,000 ; 12. 
Tr. eG: 5 + Ql 
1.°5%6.000 ; ihe 
‘ ™r 1.0 4 + Boo 
ee uccoe. ; 10 
1,167,000 ute aL 
1,153,000 1/ : 12 
43,764 : Q 
41,635 : oPEs) 
< 4.9 : + a6 
127,123 : 9 
127,208 : 10 
0.0 : +11.1 
36,733 : 10 
40,720 : 8 
+10.9 : -20.0 
39,397 : 10 
id oie : +25,9 
Sd. : 12.5 


a Represents average of percentege changes without regard to signs. 
oe => . eS} 
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) Qn the basis of the foregoing, it appears that it would require 4 
very marked decrease in price in order that any appreciable seasonal 
increase in the volume of milk produced for use as fluid milk be moved 
into consumption as fluid milk in the market as 4 whole. It is rather 
generally recognized thet changes in the prices received by producers 
that wre associated with changes in retail prices are relatively greater 
than the changes in reteil prices. This is due to the fact that some 
of the more important elements in the gross margin between the price re- 
ceived by producers and the price at which the milk is sold at retail 
(transportation costs, country station charges and the like) do not 
change with changes in volume; in other words, they ure fixed charges 
per unit, This being the cause, the sensonal veriation in prices 
received by producers would be relatively greater than the seasonal var- 
jation in retail prices, which, as was pointed out before, would have to 
be quite marked in order that my appreciable seasonal increase in the 
production of milk produced for use as fluid milk within the supply area 
be consumed as fluid milk. Over e period of tims, the market scasonal 
variation in prices received by producers would tend to be reduced, 
since producers Would change the seasonality of their production in order 
to sell ea larger volume of milk at the time of year when prices were 
seasonally high, end would reducc their sales during the period when 
prices were seasonally low. However, it would be greatly to the advan- 
tage of some producers to change the seasonality of their production and 
little, if any, to others, depending upon the type of farm organization 
and operation followed by each. Thus, given time for economic forces to 
work out their full effects, the seasonal variation in supplies and 
prices received by producers, and consequently the seasonal variation in 
retail prices, would be much less merked than would appeer to be the 
ease at first. 


The second Limitation to lowering prices on the basis of the 
seasonal incrense in the volume of milk produced for use as fluid milk 
by eny dealer is that, in order to hold the new customers later when 
supplies in the market are short, dealers would have to develop new 
sources of supply during the short season in order to have sufficiont 
milk to mect the requirements of their larger business. These new 
sources involve an expense in development (see Part II, Section G) and 
may also have an equal or greater seasonal variation in production the 
following year. The alternative is to raise prices when supplies are 
short and thereby reduce the customer's takings or to fail to serve the 
added customer. Either of these latter procedures is sure to lead to 
dissatisfaction. st le 


Be 


The foregoing facts and considerations suffice to explain in 


large part why reteil prices of fluid milk tend to remain practically 


constant on a seasonal besis. Thus, instead of reteil prices showing 
marked seasonil varintion of such magnitude that the seasonal changes 


in volume of milk produced for‘use as fluid milk be moved into con- 
sumption as fluid milk, retail prices remnin practically constant 
seasonally and seasonal changes in demand are reflected in greater or 3 
less takings of fluid milk, as the case may be, at the ruling level 

of prices. Such seasonal variations in demand are generally quite 
small, and are much less than the sessonal varietion in the volume of 
milk produced for use us fluid milk that obtains in most milk market 
supply xreas. (See Table 17, Appendix. ) nye Thus, unless the volume 
of milk produced for use as fluid milk is equal to fluid milk reguire- 
ments on a seasonel basis, the sensonsl increase in the volume of 

milk produced for use as fluid milk is diverted to uses other than 


finda milky” “stated /d 


fferently, the sensonal increase in the volume 


ees 
of milk produced for use us fluid milk becomes a seasonal excess over 
fluid milk requirements. In the next part of the analysis of the 
price structure for milk: within’a milk shed, on explanation of the 
development of class prices, or the classified price plan of payment 
for milk by distributors, will be set forth. 


See also Ross, H. A., The Marketing of Milk in the Chicago Dairy 
District, Till, Agr. Exp. Sta... Bull. (Nos 260, enceRosay Hea... 
Some Factors Affecting the Demand for Milk and Cream in the 
Metropolitan Area of New York, U. S. Dept. of Agr. Tech. Bull. 
INOS) WAGs 
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Part IV 


The Price Structure for Milk within a Milk Shed - 
The Development of Class Prices. 


sfhe analysis of the price structure for,miik within a milk shed 
will now be focussed upon the manner in which class prices or, stated 
more, precisely, the classified price plan of selling milk to distribu- 
tors, develops in a milk market. At this point it is important to set 
forth as clearly as is possible in a short paper ,the difference between 
the classified price plan and the rating plan.’ The classified price 
plan is a method of selling milk to distributors, while the rating plan 
is a.method of prorating to producers the proceeds of sales to distrib- 
utors. The classified price plan does not necessarily need to be 
complemented by the coeration of a rating plan, and classified price 
plans are often used where no rating plan is in operation. on thé other 
hand, the rating plan under certain forms of administration becomes in 
effect a classified price plan and a plan for prorating to producers the 
proceeds of sales to distributors. Fer example, in some markets, pro- 
ducers associations bargain for "base and "surplus" prices;. "bases" are 
established for individual producers for which "base milk producers re- 
ceive “"basic'" prices. Producers are shifted among distributors in such 
fashion that the total bases of producers delivering milk to any particu- 
ler distributor are approximately equal to such distributor's sales: of fluid 
milk. However, pricing milk to distributors in accordance with a clussi- 
fied price plan is usually more precise than that just noted, with a more 
strict accounting and pricing of milk according to use, and is not neces- 
sarily operated in conjunction with a base-rating plan. 


For the purposes of this paper, the classified »rice plan is de- 
fined as a method of selling and pricing milk to distributors in accord- 
ance with the use made thereof, while the base-rating plan is defined as 
a method of prorating to producers the proceeds of sales to distributors. 


It has already been demonstrated (see Pert II) that, assuming 
little seasonal variation in the demand for milk, certain supply character- 
istics operate so that, given differences in individual producers!’ 
seasonal output curves, and providing that economic forces have time to 
work out their full effects, producers who produce ea relatively constant 
volume of milk throughout the year vill. receive higher prices, other 
factors accounted for, than producers who produce a relatively more 
variable volume of milk throughout the year. Furthermore, the producers 
who produce a relatively constant volume of milk throughout the year will 
tend to become associated with highly specialized fluid milk distribu- 
tors (highly specialized in the sense that the operating unit is engaged 
almost entirely in the distribution of fluid milk, while those who pro- 
duce a relatively more variable quantity throughout the year will tend to 


ee ee ee ee 


19/7 Often called base-surplus, bese-rating, and the like. 
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recome associated with distributors who are less highly specialized (in 
the sense noted above). The assumption that there is little seasonal 
yariation in the demand for milk was then examined, (Part TLi) end 26 
was found that certain factors operate so that there is marked seasonal 
uniformity in retail fluid milk prices, and seasonal changes in demand, 
which sre very small in most cases, are reflected in slight seasonal 
changes in the quantities of fluid milk consumed at practically constant 
prices, rather then seasonal changes in he quantities of milk consumed a 
that are associated with seasonal changes in retail fluid milk prices. 

It is in the analysis of the seesonal behavior of retail fluid milk 

prices, and the offects such behavior would tend to have upon the prices 

reccived by. producers, that the reasons for the a@ovelopment of the 

séasonal excess were ascurtained. ‘ 


Once the development of the seasonal excess has been demonstrated, 
the basts for the effort on the part. of specialized fluid milk distribu- 
tors to secure a uniform volume of milk throughout the year becomes ap~- 
parent. Under these cireumstances, the arg nent that specialized flute 
milk distributors tend to secure milx to meet the needs of their fluid 
milk trade, which are practically constant scasonally, from producers 
who produce a relatively uniform volume of milk throughout the year, such 
producers receiving higher prices, other factors accounted for, than 
producers who produce a relatively more variable volume of milk throughout 
the year and, consequently, tend to bucome associated, with less highly 
specialized distributors, applies with especial force. 


It should be noted that it is not contended that distributors 
select producers who produce a relatively uniform volume of milk through 
out thc year at random throughout the milkyusied.s) [tis rather well 
recognized that, gencrally speaking, producers within a particular type 
of farming area have markcdly similar scasonel output curves. Thus, & 
distributor vho wishes to secure a uniform supply of milk throughout 
the year can usually operate in an areca or areas where a fairly large 
supply of such milk is available. 


The situation treated above with respect to the procurement of 
milk by distributors is strikingly similar to the situation that ob- 
tains when distributors purchase their milk in accordance with the pro- 3 
visions of a formal classified price plan. In the former situation, 
there is a close approximation to the purchase of milk on a classified 
price basis, considering the market cs & whole, Auc.to .1ne fect that . 
those distribution units which cure highly specialized, TeGs gs Hw en 
distribute by fer the lerger portion of the milk they secure as’ fluid 
milk, tend to pey higher prices for milk then distribution units 
which ere less highly specialized, 1.c., which utilize relatively 
more of the milk they secure as manufacturing milk, The difference 
between this method of purchesing milk end s formel classified price 
method of purchesing is merely one of the degree und precision with 
which milk is classified in accordunce With the use m.de thereof. 
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Producers! cooperative associations have recognized the principles 
“noted above in bargaining \.ith distributors and have developed the system 
of formal class prices whereby milk is priced by cooperatives to distrib- 
utors in accordance with the form in which milk is sold D¥NdiIstrebpurtora. 
“Thus, a formal system of class prices, intended to secure the seme result, 
is substituted for the rather informal system of eless prices discussed 


‘- above, The distributor with the larger use of milk in fluid sales pays a 


higher average price than the one with a considerable utilization in man- 
ufactured products. The system of formal class prices has the advantage 
for the producers' cooperative association of Simplifying the bergaining 
arrangements, since it automatically establishes the basis of payment for 
the different dealers once the general terms for the market are determined. 
without class prices, individual bargains would be necessary with each 
dealer in order to insure producers the full value of their particular 
milk, and the association would te exposed to the criticism of over- or 
under-pricing the milk of particuler producers and over- or undercharging 
particular distributors. Class prices dispose of this necessity for indi- 
vidual bargains and result in payments corresponding to the prices which 
would’ have been arrived. at under proper individual bargaining. 


‘In addition to the sessonal factors treated above which lead to the 
development of a classified price plan of selling milk to distributors, 
there are certain types ot organization of supply that would lead to the 
development of a iormsl cless price system, even though the volume of milk 
produced throughout the ,ear end the volume of milk consumed in the market 
throughout the year vere precisely correlated, except for daily variations 
in demand and supply. In such cases, the reason for the development of a 
classified price plan is to be found in the fact that there must be brought 
to market & volume of milk in excess af daily average sales, such excess 
volume being needed to aeet daily veriations in sales. 


It is rether well recognized that there are significant variations 
in the amount of milk sold from day to day in a fluid milk market, such var- 
lations being attributable to such factors as (1) consumption and working 
habits of the people which tend to show a regular day of the week veria- 
tion, (2) holidays, and (3) changes in temperature. 


Consimption and working hsebits 9f the people are such as to cause a 
rather regular day of the week variation in the sales of various products, 
Most business concerns, for exam le, do not operate on Sunday and many also 
close operations on Seturday afternoons. The Sunday dinner is frequently 
a heavier and more elaborate meal than that served on veek days. These 
factors affect wholesale and.retail ssles of the various products differ- 
ently. ‘yholesale sales of milk and cream are Ordinarily low on Sunday, 
with sales to restaurants and cafeterias also lox on saturday. Sales of 
cream to stores are usually large on Saturday, Friday and Monday. Route 
Sales of milk and cream ave heavier on Sunday. 


as 4. ia 


Sxamples of the variation in the average sales on various days Se 
the week for several markets are given in tables @ to 10, anelusive. In 
general, the greatest variation is found in cream sales, the range for 
the New York fice for all cream being fror 84.7 percent of the everage 
daily sales. for the week on Sunday to 127.9 percent on Saturcay. For 4 
all milk in the same market the renge was from 90.2 percent of the Ne 
age daily sales for the week on Sunday ae 102.8 percent on Friday. 
Rxamination of the tables indicates a greater variation in wholesale 
sales of fluid milk than of the retail sales, but in the case of cream * 
the reverse may be the case. These variations differ in the various 
sections of a large city depending largely upon the economic status of 
- the consumers and the number of persons who lunch avay from home during 
the day. el/ Since dealers have verying proportions of reta il and whole- 
sale business and serve different sections of the population, they are un- 
likely to have variations in sales corresponding to those in the market sas 
a whole. Some dealers will have larger va sriations in sales and others 
amaller variations. ‘The difference.in the character of the business of 
dealers: and the consequent differences of sales by day of the week, even 
for the same type of products, are shown in tables’ Ll to l4, inclusive. 
These tables show the variation in the sales of Milwaukee, Wisconsin, 
dealers during the week of April 22 to 28, 1934, The daily sales of each 
dealer have been shown as a percentage of his own average’ daily sales for 
the week. This varietion in sales among dealers means that the excess 
milk ebove the average deily ssles of the market is higher than would be 
the case if: dealers had. available some method of integrating their indi- 
vidual fluctuations in sales vith other dealers having different fluctua- 
tious, through a shifting of milk betieen them. 
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20/ Ross, H. A., Some Factors affecting the Demand for ‘Milk and Cream in 
the Metropolitan Area of Wew York, United States Bey ney of ABIL 
culture - Technical Bulletin 73, 1928. 
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Holidays also exert a considerable influence upon milk and cream 
sales, since these are occasions for special activities. On certain of 
these days, notably during the summer, there is a considerable movement 
of people out of the city, while other holidays are feast days. in 
general, milk consumption appears to be somewhat decreased on holidays 
except for increases at Thanksgiving and Christmas. Sales of extra 
heavy cream at Christmas and Thanksgiving increase by over eighty per- 
cent. Data for the New York market are given in Table 15. 


Temperature is also an important factor in short-time variations 
in the demand for milk. In- general, an increase in temperature is 
associated with an increase in demand, and 4 decrease in temperature is 
associated with a decrease in demand. In the New York market it was 
found that temperature changes in winter are more marked than ‘in summer 
but that a change of a given ‘number of degrees produced about three 
times as great a change in sumMmer.-as a4 similar chenge in the winter. 


~ 
’ 


On the basis of the foregoing, it appears that a considerable 
volume of milk in excess of average daily sales must be brought to mar- 
ket in order to have a supply sufficient:-to cover daily veriations in 
the demand for milk. .Few datr ere available relative to the hecessary 
size of this duily.excess, hereinafter termed the operating reserve, but 
it appears to range from ten to twenty percent of average daily sales at 
least, and perheps higher in some marketse 


If the producers in the market so organize their service of supply 
to the distributors so as to'remove from them entirely or even partly the 
necessity of cnrrying this "operating reserve", producers can secure & 
higher price for the.delivered milk since the distributor has always 
available all the milk he needs for his fluid milk trade and is also 
relieved of the necessity of procuring his milk from a large number of 
individual producers end is under no necessity of taking milk, a portion 
of which must be disposed of in chennels other than fluid milk. This cis 
one of the services which opernting producers' cooperutive associations 
commonly provide distributors purchasing from them. They are thus able 
to sell distributors milk at a higher price than they are able to secure 
when distributors sre not so serviced. ‘There would thus srise what 
amounts to a eluss price for milk, distributors praying ea certain price 
for the mili called for from the association and used for Plurd. purposess 
with the associztion utilizing the remaining milk in the most profitable 
possible msnner but in&uses yieldins somewhet lower returns than the 
fluid sales. The difference between the prices charged distributors for 


pep) RO Gsyibie: els Some Factors Affecting the Demand for Milk and Creem in 
the Metropoliten Area of New York, United States Department of 
Agriculture Technical Bulletin No. 75, DDe 39-44 6 


——— 


be 1) 
eal 


«? 


Table le. 


meme er ee ewer eee 
. 


Tes pe pes hae :Mondey :Tuesde;y: 


os ee es 


GS] errs 


f 215.5 
0 67-7 
V 65.8 


i 

bh 
Soros 
© O-G: 


KOE: 


mele sri 


Weighted: 
average: 
Boral: 69.6 
Gealers: = 


Compiled from unp 


es. (le 


Daily fluctuetion in wholesele sale of 
pints of reguler milk, Milweukee, April 
ee~28, 1934. 


Percentage of averege deily seles for the 


Sete 


SO <6 


Ey Nie e 
IUD we 


123.5 


ublis 


GAL Ze 28 


eTpeveane pervert 7 Pere 


We d ° 


Danbikeyy 


ome 


me mr ee se ee 


en an ne ee tp ne mer mere pe ee eee + 
. . . . 


. Fri ae ea 
. a ay 


(pore Loe cae faa 
13954 1202 45 2S) 37 
Laon PEG OLALD SSM puaras 
UAL 108.9" oleate 

rao ene LER ae Viele 30 


139.0 


0.0 


hed deta secured during ‘the 


75.0, 
USO 


7200.0 _ 


ee er: er tere 


:Seturdeys 


VW 


éfcentirerceit— 


Milwaukee Milk 


survey conducted by the Federal Hmergéncy Relief sadministretion, 
and Wisconsin Emergency Relief Administretion under the direction 


of the Agricultur:1 


Adjustment szdministretion. 


week 


Table 135. Daily fluctuation in retail sales of 


quarts of reguler milk, Milweukee, 
-foril. 22-28, 1954 


+ comes ine me Sap OOS STF. RFE IR RASS ena ete tor col StL ope sepene ie Lerten), | vena DtE MATA MEE SITET SOS ef eerie 


ee rte 


Percentage of averege deily sales for the week 


whic irs) Savyas)  Sampeninfeh Wigner bay plapepeneest natant. \etxteson seeraer,HtrArwerl eseamenpewrecrsesee, | Nori ovens roa Pa) aa ad 


Company 
"s cunday:Mondey: Tuesday: Wednesday: Thursdsy: Fridey: Saturday 


‘Percent: Percent Percent: Percent : Percent:Percent Percent 


——— 
. 


H 91.9 26,2: 106.0 98.46 1O6h 62. 102.9: 103.6 
am: -99.6 97 650) 10028 10032 UGS? aH: . LOO.¥ 
ee 102.2 O65) LOR. 7 98.8 100.8 GS20- , LOS.0 
one Cons C7 Aa Oe. 2 98.3 99..7 98.7 104 54 
D 96.4 POM Lee. cob ce ae eon 102.7 Seat. 5.4 
5 LOORL 103,02 -98.04 98.5 Omi7 G9,2:: LO7.0 
K 99.53 - (97.42% 100K8 100.0 LOO Ke eee kOO vo; 2) 102.0 
U eg: $O9VGe 10028 99.9 99:1 100227. 102.0 
A 100.7 OF eo 98.1 100.0 Oa. 69,2:. 105.6 
C 97.3 LOG: cee 99.7 : 95.4 L046: Oe. 025 0104.2 
Vv 99.4 96.055 101 23. -. elOL. so 102.8 99.2: 98.6 
B 99.8 , 2A.2 GF Bae (TOO TOMAS, O76: , LOS28 
B sare 100 ak FSGS Fe LOB SS 10807 S6e5=, 105.5 
F 95.8 ~slLO2. 4c) POb.S 102.9 10L.4 98.6 103.9 
G cB ie OS 20 A Os 99.2 Wee O00. 105.0 
i 97.9 96081  OSsaa: 10055 108..7 98.8: 100.4 
P 99.0 OB. ta Soro: en eG. S TOO 7 Tete Os 1006 
Q. 95.9 98.9 OO 1.3 96.5 103.2 96.9%) "L026 
¥ 99,0 POO a OV AN « 99.8 100,02 O07; ee POR. 
Weighted = eis ae Rb a ee eS hp 
ae Cee 99.7 97.9 98.4 100 .4 OAS 95° Aas 
pene eukal 
dealers. 


een er eee ee er ee er et er ree rr nrerm 4 Apr eenrpeme eee ent Hn er 
- — “ ni vet mere eee 


nine en reer en te mam na nme 


Compiled from unpublished deta secured during the Milwaukee Milk Survey 
conducted by the Federal imergency Helief Administretion end the Wiscon- 
sin Emergency Relief Administretion under the direction of the Agricultural 
Adjustment Administretion. 


i 


Lae a i 


BB al 


Table 14. Daily fluctuetion in wholesele seles of 
quarts of 18% cream, ijilwaukee, april 22- 
eS, 19d4 


POTEET SO) Ermey wuceermrm sine tel) ages serine: glans 


Percentege of evervze di ily sales for the week 


Company aE ‘ i a + tereereen ew, aie AER ORS TY CES GEE Sy eta ies weerene se |S GupeEyeEEEEp —= <metpeminbee 
-oundey: Monday: Tuesday! Wednesday: Thursdcy! Fridey:caturdey 


LA GS ud 
*PercentPercentrercent: Fercent ; Percent, percent Percent 


i) Seemed Se. es 0 mum Ne TT G7 Os Ry SPO 
Siete) | OG ea 15 Oey. ears )s PRoayiae Cogs Bt 7, Be ee 
: OG EN ss OO. e fa pa ea OV elo sO. Ole Ose 
CREO OS ExPOy SPOON Gy © VOROLe@ EG Led. ane) O94 es" 120 6 
DLeii ch oe. ot LLG 7s OS pete) iene tad Coascumon a Lienees 


ODE A 


o- 


eO Oi BROS, sO sie 7 Oe, Of: Os0s 5). VO 
cee LOblnee MeGie? th PLO. Ont te 100 Ora 200% 0: 35.35 
Oey MHC sy . oO! : GOea> Gi Pare i 2 ee 
CeO LoL ecm os ie ee LOwdee © “LOS 6BMY LO, 3) SOG 


Gt Ooo 


93.8% TO eC WOT eit OT (ee 10.7 OE sh LOW 


Dyke? “SLiOw tele). 88.8 °° 160.8 2 “o0.%s Pipace 
: 114.0; 146.4: 97.7 ; 97.7 +. 65.1: 114,0 
Wes Greco. Sa." O6.G “ss 6,9 + 118.5; 17e.e 


<j Q be 
i © 
oO 
° 
bh 


WEwer Ole. A Gavh: YOR S's! 4 oR 8", VOL. 8. “tee 
: 5 TOA Ste Cn) a Oda Beate: As eee 
Pos ORs MLA) eam | G.0+: (6B,3-) "Saale 


hE} to 
68) 
NG) 
re 
C 
Oo 
a 


17.7: Wale” Tia 
Ws (te Cone eros fs 


Lite OP. 7 
: 0,0 

Teomor eit Ale SuObeas Tape 
0.0 
503 


Matis) 


Oars Ere) = O.6 


rq 2) Td it Ge 
yS 
bY 
Lay) 
ww 
je ae 
Won od-w 
hs 
bo 
J 


\ (Ove ° . 
ERED HOT B2oe ot B96 50s S793. 31) Lab ee Or eased 


Weighted : f ; 5 4 : : 
EVerEeee 1 61F Oi S960 9 1995.9: gee metre 98 8": AGE VO? Flee ee 
all deel-: : : : ‘ : ; 
eee aes ek ee tee Wl ee we Se ee ee ee 
Compiled from unpublished deta secured during the Milwaukee ilk 
Survey conducted by the Federal Emergency Relief idministretion 
and the Wisconsin Emergency Helief Administretion under the di- 
rection of the Agriculturel Adjustment administretion,. 


Table 15. 


SS Rea 


April 22-28, 1954 


eS 


Company 


Sunday oh 


. . 
er ee sin 


Percentege of everere.deily 


‘Percent: PercentPPe: ccent: 


OoDs a 


1106S An BS, 260mOF 442 
USS SO bt Ge ieee s Sue 
PACTEMA LL 16.43.) 1 6a<.00t 
SOL sine Bor Woo ee 
ey 78.4: 96.3 
165.6 82.3; 690.5 
164.0 84.0: 89.3 
95,5 190.8: 0.0 


G 


ee ee ed 


Weighted: 
average 

all deals 
ers: : 


Compiled from unpublished deta deaubed during 


159.9 


noe 


ourvey conducted by the 


and the Wisconsin lmergency 


ae 


* 
‘ 


lie) ‘ 


ee re re 


vednesday: 


79.69 


88.0 


Thu rsaay 


atnbaie ‘er cent 


Daily fluctuetion in retail sales or 


half pints of 18% cream, Milwaukee, 


sales for the 


te TT rt renee 


-Priday 


ee ne en RR et eer ene em me Ne em ape nme a 


week 


sd 


:Saturday 


. 
er ne ee ee a ee me 


Percent Percent 


5 + 100-7: 99.0 
Miles ie BO LAMONT 
elt pee Vision) Nice eo 
Cake Se OGee 
Bei Ol. B 12868 
AGG. 82.84, O728 
ie) Dey: OR TAL OS A ©) 
95.5: 95.5 

BH AL SEO Van POG TA 


‘the Milweukee Milk 


Federel Emergency Relief Administration 


direction of the Agriculturel Adjustment LaOministration. 


RELLEL Administre tion under the 


M 


Selyt Si Pues AuTrpoooic sfhep o8142 “Uy JO SeTes reyoeti00 elrieae sui wour 
"@Z6T.*ounp - €), “Ow UTPLETING Teotuyooy Soinyp[notTssy fo quomzsedeq sozers peqruq ySysoR mon 
gO BouyY Ueq_tfodosoyy oul UT wee2) 


ov sii pers > Ut 


a a a ee 


ee 
eo 


e 
-. 


pr a a a a a  S. 
s 
e 


L°egtt.ytegt: STT- ¢ ge, - tQ™,g+ tEceZ+ 29° - 8 Q*ett T°TT+ ¢ Tee + Ot Pye 2 Wocao Aavoy 217xg 


T*92Z-? 17G2-: G°c- : e*ez- sE°ez- sSoe9z— 9° -— 2 O°T : L90@— 2 B*CT= : OFZ 2 Gg epesrD — squTg 


Peer = 9S. G9 = 26° 8 e*T = te*T of) OF 8 6S. = 3 BT = Ofe =-= petgTite5- Syzent 


r 
ss e e e a e e es ° e e 
LO . a « . ° . . e es e s 
oO se . e any e s e . . e * . Cc ry 7} r\ 
feos 0-3 099 = 84°e = Geet = G*T - 2? 0 F 9° - ! e-T es eT = 2 Gg epean — S4aenh 
1 = . s es . e e * . © e 
aldo t os : ee eetie et  oFURO .f shied 2 OOSs ASO ta EUS0- 3. taoa: “Guede 


: So EY Pichsse > Atnp : eq : yeoa : ED feo. Pee rie 
ay 3S 2 -U4 ate’ -ULITO- EU: 
Sem ote UTATS? ~=GTy:.. Seq +: fo : JOE ¢ JoAO + azeqser, —Ut ETE 


ak . ie S,u07* S,utToo?S,1eex * : 
STLUD Sytreuy: WOR.: Toqey :Uyanog : -aomop: -sseg : 2Sutiser. i AON yonpotg 


—_— OS OO 


/T seTes ur eSuey 


_—_———— ee 


pe a ce ae ee ees, SS 


“P26T -— Beuy a aaa YIOk MON Ctld UT UreorO 


pue ATT [Ts}zO1 FO soles uo SABPTLOY Jo oorag *9T STqey 


f 
a 
Lo i; t } 


milk that is sold by them as Fluid milk nnd the price. the association 
receives for milk in other uses is, other factors béing the same, the 
premium distributors are willing to pay for milk when such milk is 
furnished them in conformgonce: with their deily needs. 


Although there may be other factors that, in a perticular mar- 
ket, also contribute to the development of a system of class prices, 
the foregoing trentment suffices to explain the more important 
considerations obtaining that, taken us a whole, lead to the develop- 
ment of class: pricesin most dmportant milk marketss 
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Index numbers were calculated by the median-link-relative method from 


data of fluid milk sales, 
For hasic data 
see tables. 17 and 18; for 
Cities, see tables 21 and 


occurred. 


omitting those months in which price changes 
used in computing the index for Baltimore 
Boston, sée tables 19 and 20; and for Twin 
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Table £8. Seles endreteil prices of fluid milk 
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eel ro eT eae Te aire ré- :Estimated :Estima; Retail :class I 
‘Sales of sported es:total . :ted av:deliv- :price per 
“Neer “sMilk *" " spercent. -Claasit | merase rered :cwt. of 
and Rr asian Of estima:Ssles - :detly :and :3.5% milk 
month i+): j :ted totel: a ete eejetores :1.0sbt 
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Blo rig : Meee Nel Chas eee ‘Sales sper gt.: 
:Pounds ';Percent : Pounds : :Pounds:Gents : Dollars 


MEL Ye ky BAG OSA ac Oar Ale] Pedy BoOu mae NCam Ome, 30. 1g 
August : 1,053,642: 98 07 0, L484 Goe: elm: sie 
Sept.» ¢.1,0467554:~ 98 + 11)064,d47 2 35:4e6-9 101) =) 2.65 
October: 1,078,968: - 98457 :) f00.987 ses5e5]6. 7 Our. © ee 
November 1,062,966; 95. . 31,118,806, :37,294;. 10 .: 1.85 
December 1,145,575: 95. +1,205,656 439,892: ' Glbes Weep 
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Sales -and Class I Prices compiled from reports of Market Administrator. 
Retail prices compiled from reports of U. S. Depertment of Agricul- 
ture Market News Service. a%; 
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Table 29. Sales and retail prices of fluid 
miiki in the St. Louis Sales area: 


Year :Class I :Milk re- -Hstimated:Estimated:Index :Retail :Class I 
and :sales sported as :total ;average :of av-:deliver-:price 
month Orem ivevavercent Of :Class I. :daily ;erage :ed price :per cwt. 
: :estimated :sales ‘GlassuLy) tdativienery :0f 3.5% 
:total Class: »sales *Class :quart ;milk 
: >I sales : ee : Le Oeue 
; ‘ : : >Sales : 5Cl By 
; O00 Lbs.: Percent : 000 Lbs.: 000 Lbs.: Per- ; Gents :Dollars 
: : ; 4 > cent : ; 
1934 : : ‘ : a : : 
appeal lO, cee. i 9968 ef LOyeDS  s O62 Spears Ld eg eet: 
May PLSeOGl. 13 LOG Pele Olas -< 584 tre OGus A te Bois. 
June se Oe LOO.0 suki, eee nt 598 Sel OG ay te Oe 
JULY = tLe, cod: 99.17 vole, cow at 590 oO Oey at hd ; BOQ 
August Mest laA het 29.0 SPA, 565 2 EERO ES um Ce ee 
september ': 16,167. ; 99.7 Se sk one O41 - 98; Li eee 
October ey eo. .! IS) ae e SOUS is D549 4 99°} dad! $. Bao 
November eos: 97.9 oy oy Ole i DoS : Os oT. : 2,18 
December LO Oe t 99.8 Hd ints ORI Sr S10 ; are a1 % “2.0c 
1935 ; : ; : : : : 
January me oe 99.6 Teo Lo. one, : 94 ; Lt ; 2600 
February 14,709 2aeo eee Re 028 : 96 Hae 5 ee) 
March elon cor s 99.9 te lG BOOs =? 042 : 9B: Je) so 2388 
Average : : : : Due a liakG: ena : 
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Sales and Class I prices: Compiled from Renorts of Market Administrator, 


Retail prices: Compiled from reports of the United States Department of 
Agriculture Market News Service. 
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